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THE ORGANISATION 
OF THE ECONOMY 
IN THE SERVICE OF MAN 


REPORT 
OF THE PROCEEDINGS OF THE 
SIXTH INTERNATIONAL CONGRESS 
OF COLLECTIVE ECONOMY 


Rome, 8-10 April 1963 


I. TRIBUTE TO EDGARD MILHAUD 


On the eve of the opening of the Sixth International Congress on 
Collective Economy, the members of the Council of the ICRICE, to- 
gether with a number of delegates to the conference, attended a private 
ceremony organised jointly by the Italian national section of the 
ICRICE and the Italian Confederation for the Promotion of Municipal 
Development to celebrate the happy coincidence by which the 90th 
birthday of the founder of the sector was to occur at the same time 
as the Congress. 


- At the outset Mr. Murgia, the Vice-President of the Confederation 
and the President of the ACEA, the municipal electricity and water 
supply undertaking of the City of Rome (Azienda Comunale Elettricita 
ed Acque), opened the proceedings by welcoining those present. Then 
Professor Maurice Delbouille, the president of the ICRICE, called in 
turn on Mr. Mortara, Mr. Barbier, Mr. Jacobi, Mr. Angelopoulos, Mr. 
Pròbsting, Mr. Hirschfeld and Prof. Lambert. 


Mr. Barbier had been specially requested to make the actual tribute. 
The other speakers, each speaking on behalf of the national .sections 
they represented, briefly endorsed the sentiments expressed by him. 


_ Mr. MORTARA, speaking on behalf of Mr. Tremelloni, the President 
of the Italian section, who was prevented from attending by the Italian 
election campaign, welcomed those present and stated: 


“All of us who are here present are endeavouring to apply the 
lessons of their great teacher, Professor Milhaud, to carry on his work 
and to show themselves worthy of his teachings. - Like Senator Schiavi, 
a member of our General Council, who was 90 years old four months 
ago but is nonetheless taking part in the electoral campaign this year, 
Professor Milhaud is still full of a vitality which gives us cause for 
rejoicing and admiration.” 


Mr. BARBIER was introduced by Professor Delbouille as the spokes- 
man of the co-operative movement. He said: 


“I hope, Professor Milhaud, that you can hear not only the words of 
our mouths but also the thoughts with which our hearts are full. They 
make up a great and glorious symphony, and the players are even more 
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numerous than the friends who are gathered here today. Your ninetieth 
birthday will be celebrated throughout the world. In every country you 
have friends, you have pupils, you have disciples. In every country 
there are minds which you have helped to develop. If you can hear 
these thoughts, then on 14 April, when these celebrations are over and 
you are back in Barcelona ‘with your children and grandchildren cele~ 
brating your birthday, you will hear, not just a symphony, but a concert 
the like of which has rarely been heard before. 


“The honour which has been paid to me tonight is a very great one. 
Professor Delbouille has said that the only true test of friendship is 
time, and that it was for that reason, and that reason alone, that he 
asked me to say a few words on behalf of all here present. 


“It would be extremely tempting. to speak now of your life and 
work —to make a kind of recapitulation of the Seconds mélanges en 
Phonneur d’Edgard Milhaud, which the ICRICE published three years 
ago. 


“I am trying to call to mind everything you have written and every- 
thing you could have written. As is pointed out in the Mélanges, 
although your achievements cover a wide field you still have an even 
wider field of potentialities before you. 


“You have been a writer; you might have written novels as well. 
You have been a promoter, a philosopher and an economist — and an 
extremely versatile one — the founder of the ICRICE, a militant member 
of the co-operative movement, a friend, a syndicalist, a pacifist, an 
internationalist, and a great thinker who has still not spoken all that 
is.in his mind — it would be easier to say what you are not, or what 
you could not have been, than to describe you fully. 


“Tonight I should like to evoke the amazing ability to educate and 
to train which is so typical of you. Even at the age of 90 you are 
still educating people. Your grand-daughter told me a story: a few 
months ago, in Barcelona, some children of between five and seven 
years of age came to his house to play with her. After tea you 
stood up and talked to them, in terms they would understand perfectly 
you gave them a little talk, the theme of which was ‘You are all 
comrades’. Imagine a man of 90 talking to small children ... I don’t 
know ‘whether all of them will remember the occasion; but 1 am 
convinced that several of them’ will never forget it. 


“As Mr. Mortara said so truly, it is you who have made us what 
we are; and all of us to some extent owe it to you that we are what 
we are today. 


“It gives us great pleasure to think of the greatness and success 
of your life — which began in 1873 in the City of Nimes and has ` 
continued until today, when we are met together in the ‘City of Rome. 
A life — and especially that of a teacher — cannot be successful unless 
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its possessor has. educated-himself. In you we admire a. man ne has 
made a success of every aspect of his life, 


“we thank you for being what you are, and we Men) thai ‚yon will 
remain what you are Tor many years to come.” 


H 


: - Mr. JACOBI. said: “At the foot of the Pincio, not far from where we 
are now, is the cloister in which Luther. once lived. Edgard Milhaud 
is like Luther in that he is a reformer and a thinker who always has 
been and still is ahead of his time. Professor Milhaud, I am grateful 
for your. GE EE fori OnE. teachings, and Tor: your ER 
Bee Së "a er 


. r 
r 
rs, 


- Mr. ANGELOPOULOS said: “It was due to the instigation of Professor 
Milhaud that the subject: ‘Hunger Throughout the World’ — the most 
serious problem of our time — was placed on the agenda of the Rome 
Congress. All the thinking of his life is summed up ‘in the theme 
of this Congress — the organisation of the economy in the service of 
mankind. The policies which are just beginning to De implemented 
today are those which Edgard Milhaud recommended 43 years ago. 
Professor Milhaud: I hope that we shall ber able to celebrate your 
hundredth birthday at a congress in Athens in the shadow of the 
Acropolis.” 


Mr. PROBSTING said: “Ten years ago in Geneva I asked Professor 
Milhaud for his advice on a problem. It was as a result of his 
answer to my question that the Austrian working group on collective 
economy was founded. One could quote hundreds of examples of the 
way in which this great idealist has succeeded in leaving his mark 
on the realities of our lives.” 


Mr. HIRSCHFELD said: “Although, strictly speaking, I cannot lay 
claim to being one of Professor Milhaud’s pupils, I consider that I 
am one of the persons who has been most influenced by his teachings. 
In spite of his great age he is always ready to take up the cudgels 
on behalf of his principles as energetically as in the past. What an 
example he offers us all!” 


Professor LAMBERT said: “One cannot listen to Edgard Milhaud 
without remembering another great figure — Jean Jaurès. Jaurès said: 
‘The aim makes the man.’ One could adapt this phrase to describe 
Edgard Milhaud’s exceptional life and say: ‘The means make the man.’ 
Edgard Milhaud, who has always been a fervent disciple of the concept 
of collective economy, has accomplished a gigantic task by his own 
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ungided efforts. Over a long period of years, when public opinion was 
much less advanced than it is today and when the overwhelming 
majority of scholars in the field of economics were visualizing economic 
activity exclusively in terms of exchanges between private individuals 
and firms, he established and developed without assistance a great 
international review propagating collective economy as a science. 


‘ “As the previous speakers have said, all of us owe him part — and 
the finest part — of our existence.” 


| This ceremony may be considered as a preface to the Sixth Inter- 
national Congress on Collective Economy. Before beginning its work 
the Congress paid a tribute to the man to whom it owed its existence. 


After the tributes had been paid, Professor Delbouille paid a 
special tribute to Professor Milhaud’s wife, who, by her untiring and 
unceasing efforts and aid, had enabled her husband fully to deverop 
what had been a unique career. 


Presents were then given, on behalf of the ICRICE and its national 
sections, to Professor Milhaud and his wife as symbolic expressions 
of the Lia and friendship of the givers.! 


1 In addition, on the Monday evening the Swiss national section of the ICRICE, 
tn view of the particularly close attachments between Professor Milhaud and Switzerland, 
held a special ceremony to pay tribute to him. . During that ceremony Mr. Bleile made 
an impressive speech. 

The: representatives from Yugoslavia: were unable to reach Rome in time for the 
opening of the Congress but SE beid a special ceremony to pay tribute to the founder 
of the Centre. as 

The text of a speech by S Milhaud himself will De iene at the end of 
the report of the proceedings of the General N pr the ICRICE, which is given 
elsewhere in, this issue: | 


IL LIST OF PARTICIPANTS 


A. Guests of Honour : 


1. Prof. Gaspare AMBROSINI, President of the Constitutional Court. 


2. Mr. Oreste LIZZADRI, representative of the- President of the Chamber of 
Deputies. 


3. Mr. P. Carlo RESTAGNO, Senator, representative of the President of the 
Senate. 


. Prof. Silvio TAVOLARO, President’ of the Court of Cassation. 

. Mr. Giuseppe Codacci PISANELLI, Minister representing the Government. 
. Prof. Glauco DELLA PoRTA, Mayor of Rome. 

. Mr. Roberto TREMELLONI, Minister of the Treasury. 

. Mr. Ugo LA MALFA, Minister of the Budget. ~ 


. Prof. Edgard MILHAUD, Emeritus Professor of the University of Geneva, 
Honorary President of ICRICE. 


O 00 SI mH Or d 


B. Institutions and Organisations Represented and Persons 
Representing Them 


AUSTRIA. 


Amt der Karntner Landesregierung, KLAGENFURT, Landhaus. 
Hanns RADER, Landesrat. _ 
Arbeiterbank A.G., WIEN 1, Seitzergasse 2-4. 
Prof. Fritz KLENNER, Generaldiréktor. 
Josef ZAK, Direktor. 
Arbeitsgemeinschaft der österreichischen Gemeinwirtschaft, WIEN 4, Goldeg- 
gasse 19. 
Dr. Roman HADELMAYR. 
Dr. Ilse POSTRIHAC. 
Austria Tabakwerke A.G., WIEN 9, ee 51. 
Eduard HOFECKER, Direktor. 


Bundeskammer der gewerblichen Wirtschaft, WIEN 1, Baneriai 13. 
Dipl. Ing. Otto GRUNWALD, Leiter des Referates für Konsumgenossen- 
schaften, gemeinwirtschaftliche und öffentliche Unternehmungen. 
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Bugndeskänzleramt/Verstaatlichte Unternehmen, WIEN 1, Kantgasse I. 
Dr. Rolf GRUNWALD, Oberwirtschaftsrat. 
Dipl. Ing. Anton SCHOPF, Sektionschef. 


Bundesministerium fiir soziale Verwaltung, WIEN 1, SEH 1. 

Dr. Anton: CHoc, Ministerialrat.. .. s oc ogg 4 
Bundesministerium für Verkehr und Eiektrizitätswirtschaft, WIEN 1, Schwarz- 
enbergplatz 1. 

Dipl. Ing. Rudolf FÜRST, Sektionschef. 


Ennskraftwerke A.G. Steyr, STEYR, Posthotstrasse 20. 
Dr. Hans SINGER, Direktor.” "dc: 
Forschungs- und EES fiir ee WIEN 5, Vogelsang- 
gasss 36: °° | 
. Franz. RAUSCHER. Staatssekretär a. D. 
dui ic Donau-Ennstaler Siedungs-A., KREMS aid ponsi; Post- 
fach 1. ., 
Dipl. Ing. Friedrich THURZO, Stadtbaudirektor LR. 


Gewerkschaft der Bau- und: Holzarbeiter, WIEN. I, ‘Ebendorferstrasse 7. 
‚Josef Las, Zentralsekretär. 


“GOC” Grosseinkaufsgesellschaft österreichischer Consumvereine . 'G.m.b.H. 
WIEN 6, Theobaldgasse 19. 


Erwin LABAK, Direktor. | 
Franz TIEFENBACHER, ‘Direktor. ` 


Grazer Stadiwerke AO. GRAZ, Andreas Hofer-Platz 15. 
Dr. GROND, Senatsrat. 
Dr. Bruno MANINGER, Oberdirektionsrat. 
Othmar SEINDL, Generaldirektor. 


î t 


Hauptverband der Österreichischen Sozialversiclieningstriger, WIEN 9, Ros- 
sauerlände 3. ee ee War 

Josef BATISTI, Obmann; 

Friedrich HILLEGEIST, Präsident. 


Kammer für Arbeiter und Angestellte i Kärnten, KLAGENFURT, Bahnhof- 
strasse 44. 
Erwin FRÜHBAUER, Vizepräsident. 

Friedrich FUCHS, Vizepräsident. . 

Franz KOTTEK, Kammeramtsdirektor. - 

Dr. Hansjörg KRENN, Kammeramtsdirektor - Stellvertreter. 
-+. Hans : SCHEIBER, Präsident. i 
| Ernst STECHER, Vizepräsident. 


Kammer für Arbeiter und Angestellte in Niederösterreich, WIEN 1, Wipplinger- 
strasse 35. 

Josef Fuchs, Präsident. 

Franz HORR, Vizepräsident. 

Dipl. Ing. Leo KAMMEL. 

Josef PLEYL, Kammeramtsdirektor:. 

‘ Georg WALLA, Vizeprisident. 
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Kammer für Arbeiter’ und Angestellte 1 in EE SC @., Valks- 
gartenstrasse 40 

Ing. Anton GAHLEITNER. 

Dr. Viktor KLEINER, Kammeramtsdirektor. 

Josef SCHWEIGHOFER, Vizepräsident. 

Franz THANHOFER, Präsident. 


Kammer für Arbeiter und Angestellte für Salzburg, SE Auersperg- 
strasse 11. 

Prof. Hans FLORETTA,. Kammeramtsdirektor. 

Josef HORAK, Präsident. l 


Kammer für Arbeiter und Angestellte für Steiermark, GRAZ, Hans Resel- 
Gasse 8-10. 

Dr. Max HESSE, 

Eduard SCHWARZ, Präsident. al 

Paul WACHSCHUETZ. Ze 

Rudolf WAHRSTOETTER. 

Fritz WURM, Vizepräsident. 


Kammer für Arbeiter und Angestellte für Vorarlberg, FELDKIRCH, Widnau 4. 
Dr. Karl ERSCHEN, Kammeramtsdirektor. 
Heinrich GASSNER, Vizepräsident. 
Karl GRAF, Präsident. 
Wilhelm WALDSAM,. Vizepräsident. 


Kammer für Arbeiter und elle für Wien, WIEN 4, Prinz Eugenstrasse, 
20-22. ' Pala | 

Dr. Eduard MÄRZ, 

Anton SKODA, Vizepräsident. 

Maria SZECSI, 


Kärntner Elektrizitäts-A.G., KLAGENFURT, Völkermarkter Ring 29. 
Ing. Felix JERAN, Direktor. 
Ing. Josef MATT, Direktor. 
Josef PACHEINER, Direktor. 
Konsumgenossenschaft Villach, . VILLACH, Italienerstrasse 54, 
Josef LANGMAYR. | 
Dr. Valentin ZWITTER, Direktor. 
Konsumgenossenschaft Wien, WIEN 12, Wolfgariggasse 58-60. 
Otto SAGMEISTER, Direktor. 
Konsumverband - Zentralverband der österreichischen Konsumgenossenschaften, 
WIEN 6, Theobaldgasse 19. 
Adolf LEODOLTER, Direktor. 
Dipl. Kfm. Franz SCHMIDT, 
Dr. Andreas VUKOVICH, Verbandsdirektor. 
Magistrat der Stadt Graz, GRAZ, Rathaus. 
Max CECHAL, Biirgermeister - Stellvertreter. 
Magistrat der Landeshauptstadt Linz, LINZ, Rathaus. 
Franz SAMHABER, Stadtrat. 


Magistrat der Landeshauptstadt Salzburg; SALZBURG, Schloss Mirabell. 
Alfred BAck, Bürgermeister, 


Neue Technik und Wirtschaft, WIEN 1, Canovagasse 5. 
Dipl. Ing. Rudolf BOHMANN, Kommerzialrat. ' 
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Österreichisch-Alpine Montangesellschaft, WIEN | I, Friedrichstrasse 4. 
Ing. Franz WALCH, Generaldirektor - Stellvertreter. 
Peter LEITNER. 

Osterreichisch-Bayerische Kraftwerke A.G., BRAUNAU a. Inn, 0.6. 
Ing. Karl WERNER, Direktor. | 


Österreichische. Bundesapotheken, ‘WIEN 1, Habsburgergasse 11. 
Mag. Margarete SCHACK, Regierungsrat. 


Osterreichische Draukraftwerke A.G., KLAGENFURT, Bauinbachplatz 2. 

Dipl. Ing. Erich WERNER, Direktor. 
Österreichische Elektrizitätswirtschaft A.G. (Verbundgesellschaft), WIEN 1, 
Am Hof 6. 

Dipl. Ing. Viktor GRABER. 

Prof. Dr. Erwin KÖNIGSHOFER. 

Dipl. Ing. Alexander KOTHBAUER, Direktor. 


Österreichische Länderbank A.G., WIEN 1, Am Hof 2, 
"Dr Wolfgang ERNDL, Direktor. — 
Österreichische Mineralölverwaltung A.G., WIEN 9, Otto Wagnerplatz 5. 
Dipl.-Volksw. Rudolf POSAMENTIER, Direktor. 


Österreichische Nationalbank, WIEN 9, Otto Wagnerplatz 3. 
Dr. Stefan WIRLANDNER, Generaldirektor - Stellvertreter. 


Österreichische Stickstoffwerke A.G., LINZ ad Donau, St. Peter 224. 
Dr. Hans BUCHNER, Generaldirektor. 
Viktor HAIDER, Direktor. 


Österreichische Studiengesellschaft für Atomenergie, WIEN 8, Lenaugasse 10. 
Dr. Raphael SPANN. 


Osterreichischer Gemeindebund, WIEN 1, Wollzeile 9 
Dr. Albert HAMMER, Generalsekretär. 


Österreichischer Gewerkschaftsbund, WIEN 1, Hohenstaufengasse 10-12. 
Dr. Heinz KIENZL. 
Dr. Egon MATZNER. ` i 


Österreichischer Gewer kschaftsbuná - Landesexekutive Oberösterreich, LINZ, 
Volksgartenstrasse 40. 
Josef KNOPFELMACHER, Landessekretär. 


Österreichischer Gewerkschaftsbund - Landesgruppe Oberösterreich der Pri- 
vatangestellten, LINZ. 
Ing. Johann BRANDLMAYR, Sekretär. 


Österreichischer Rechnungshof, WIEN 1, Annagasse 5. 
Dr. Egon Fuchs, Präsident. 


Österreichischer Städtebund, WIEN 1, Rathaus. 
Otto SCHWEDA, Generalsekretär. 


Sozialbau G.m.b.H., WIEN 9, Alserbachstrasse 23. 
Hans SALIGER, Direktor. © |, D = 
Peter Hack, Direktor. 


INSTITUTIONS AND ORGANISATIONS REPRESENTED 


Stadt Wien, WIEN 1, Rathaus 
Franz ADELPOLLER, Gemeinderat. 
Hans Bock, Gemeinderat. 
Josef CERVENY, Gemeinderat. 
Erwin LANC, Gemeinderat. 
Felix SLAVIK, Vize-Bürgermeister. 
Stadtgemeinde Braunau am Inn, BRAUNAU/INN, 0.0. 
Heinrich ‘AMMERER, Gemeinderat. 
Josef FRIDL, Bürgermeister, 
Stadtgemeinde Kapfenberg, KAPFENBERG/Stmk., Rathaus. 
Franz FEKETE, Biirgermeister. 
Franz KLOCKL, Gemeinderat. 
Rupert PICHLER, Direktor. 
Oswald PILS, Gemeinderat. 
Ing. Heinrich SCHEIBENGRAF, Nationalrat. 
Matthias SCHRAMBACK, Direktor. 
Alfred SCHWEIGER, Stadtamtsdirektor. 


Stadtgemeinde St. Pölten, St. POLTEN/N.O., Rathaus. 
Dipl. Kim. Franz DOSTAL, Senatsrat. 
Dipl. Ing. Rudolf KALIWODA, Direktor. 
Dr. Anton KORNER, Stadtrat. 
Rudolf SINGER, Biirgermeister. 
Dr. Hans TOMANDL, Magistratsdirektor. 
Stadtgemeinde Schwechat, SCHWECHAT, Rathausplatz 9. 
Leopoldine EHMANN, Gemeinderätin. 
Antonia PIGLER, Gemeinderätin. 
Stadtwerke Klagenfurt, KLAGENFURT /Krtn., St. Veiter-Strasse 31. 
Josef SEIDLING, Vize-Bürgermeister. 
Dkfm. Walter TOLLINGER, Prokurist. 


StadtwerHe Kufstein, KUFSTEIN/Tirol, Münchnerstrasse 2. 
Karl HOREJS, Stadtrat. 
Dr. Leopold WALCHSHOFER, Direktor. 

Stadtwerke Linz, LINZ/O.6., Kaplanhofstrasse 1. 
Dr. Josef SEITLINGER, Direktor, Senatsrat. 


Stadtwerke Salzburg, SALZBURG, Kranzimarkt 1. 
Dipl. Ing. Herbert LECHNER, Direktor. 
Dr. Othmar TicHy, Oberdirektionsrat. 


Stadtwerke Wien, WIEN 1, Schottenring 30. 
Dipl. Ing. Dr. Wilhelm HORAK, Generaldirektor. 
Dr. Hans JERUSALEM, Obermagistratsrat. 
Dr. Walter JORDE, Direktor. 
Dr. Carl Mauric, Direktor. 
Dipl. Ing. Karl PRÖBSTING, Direktor. 
Ing. Max SOBOTNIK, Vizedirektor. 
Tauernkraftwerke A.G. Salzburg, SALZBURG, Rainerstrasse 29. 
Dr. Günter KARLHUBER. 


Vereinigte Wiener Metallwerke AO. WIEN 4, Wohllebengasse 9. 
Dr. Kurt SCHNEIDER, Direktor. 
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Verlag fir Jugend und Volk, WIEN 1, Tiefer Graben 7-9. 
Jakob BINDEL, Direktor. 


Vorarlberger Illwerke A.G., BREGENZ, leali 35. 
Dipl. Ing. Otto WIRNSCHIMMEL, Direktor. 


Wiener Messe A.G., WIEN 7, Messeplatz 1. 
ALFRED PORGES, Bundesrat. 


Wiener Stadtische Welchselseitige Versicherungsanstalt WIEN 1, Schottenring 
30. 


Otto BINDER, Generaldirektor. 

Dr. Paul SCHÂRF, Generaldirektor - Stellvertreter. 
Wiener Verein-Lebens- und Bestattungsversicherung auf Gegenseitigkeit, 
WIEN 3, Ungargasse 41. 7E | 

Dr. Franz MICHELFEIT, Direktor. 
LAWOG - Gemeinnützige Landes-Wohnungsgenossenschaft für Oberösterreich, 
LINZ/O.O., Semmelweisstrasse 22. 

Dr. Herbert KAIL, Obmann. 


Zentralsparkasse der Gemeinde Wien, WIEN 1, Wipplingerstrasse 8. 
Dr. Alfons HAIDEN, Direktionssekretär. 
Harry JODLBAUER, Kommerzialrat. 
Dr. Josef NEUBAUER, Generaidirektor.' 


BELGIUM. 


Abattoir intercommunal du Bassin de Charleroi, 155, boulevard Tirou, CHAR- 
LEROI. 
Octave PINKERS, Président. 


Administration communale d'Anvers, Hôtel de Ville, ANVERS. 
Franz DETIEGE, Echevin-Député. 


Administration communale de Liége, Hotel de Ville, LIEGE. 
Paul LHOEST, Echevin. 


Administration communale d’Ougrée, Maison communale, OUGREE. 
Salomon DELOYE, Bourgmestre. _ 


Administration communale de Saint-Gilles, -23, place Maurice Van Meenen, 
BRUXELLES 6. 
Roger DECHAMPS, Echevin. 
Jacques FRANCK, Bourgmestre. 
Association intercommunale de Mécanographie, 88, rue Louvrex, LIÈGE. 
Henri HUTOY, Administrateur-délégué. 


Association liégeoise de l’Electricité, 30, rue des Augustins, LIEGE. 
Prof. Maurice DELBOUILLE, Administrateur-délégué, 
Léopold GERARD, Représentant du personnel.‘ 
Joseph LATIN, Président. 
Achille LEJEUNE, Vice-Président. 


Association liégeoise du Gaz, 55, rue Louvrex, LIÈGE. 
Gaston BRUGMANS, Président. 
Jean PAPIER, Directeur général. 


INSTITUTIONS AND ORGANISATIONS REPRESENTED 131 


Banque nationale de Belgique, 5, boulevard de Berlaimont, BRUXELLES «1, 
Franz DE VOGHEL, Vice-Gouverneur. 
Caisse générale d'Epargne et de Retraite, 48, rue du Fossé-aux-Loups, 
BRUXELLES 1. 
Georges DE GREEF, Attaché. 
Prof, André DEVREKER, Administrateur, 
Max DRECHSEL, Président. 
Thierry VAN PUYVELDE, Directeur. 
Etienne WOESTYN, Directeur général - SE du Gouvernement. 
Centrale des Ouvriers textiles de Belgique, 66, rue Charles-Quint, GAND. 
Alfons BAEYENS, Président national. 
Centrale générale des Services publics, 9, place Fontainas, BRUXELLES 1. 
Jacques CLOES, Secrétaire general. 
Jean COENEN, Membre du Bureau exécutif, 
Louis GOSSET, Membre du Bureau exécutif. 
M. LAUWERS, Secrétaire national. 
Jean LEBEC, Membre du Bureau exécutif, 
Jean MEERTS, Délégué. 
M. VANDER BRUGGEN. 
Julien VANDERHAEGEN, Président. 
Joseph VANHAEGENBORGH, Secrétaire national. 
M. WIJNEN. 
Centrale générale des Services publics - Régionale de Bruxelles, 8, rue Joseph 
Stevens, BRUXELLES 8. 
Ferdinand DE GREVE. 
Christelijke centrale der Textielarbeiders, 13, boulevard du Roi Albert, GAND. 
L. FRURU, Secrétaire. 
C. PAUWELS, 
Compagnie intercommunale liégeoise des Eaux, 9, rue de Harlez, LIÈGE. 
François VAN BELLE, Président. 
Coop-Dépôts, 19, place Emile Vandervelde, BRUXELLES 1. 
Albert DELWARTE, Administrateur. 
Directoire de l'Industrie charbonnière, 31, avenue des Arts, BRUXELLES 4, 
Maurice-Pierre HERREMANS, Conseiller-adjoint au Directoire. 
Ecole des Hautes Etudes commerciales et économiques - Université de Gand, 
14, rue de l'Université, GAND. 
André DE VREKER, Professeur. 
Ecole ouvrière supérieure, 1329, chaussée de Waterloo, BRUXELLES 18. 
Jeon NIHON, Directeur. 
Fédération générale du Travail de Belgique, 42, rue Haute, BRUXELLES. 
Nathalis DE Bock, Secrétaire national. 
Louis MAJOR, Secrétaire général. 
Fédération générale du Travail de Belgique - Régionale de Liège, 9, place 
Saint-Paul, LIÈGE. 
Willy SCHUGENS, Président. ` l 
Fédération régionale des Métallurgistes de Liège, 55, rue de la Régence, LIÈGE. 
Raymond LATIN, Secrétaire général. 
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Federatibn royale des Associations belges d'Ingénieurs “Fabi”, 20, avenue 


Yvan Lutens, BRUXELLES 15. 
André HESKENS, Président. 


Gouvernement provincial de la Flandre occidentale, 4, Burg, BRUGES. 
Piet MONBALLIU, Député permanent. 


Gouvernement provincial du Brabant, 22, rue du Chêne, BRUXELLES 1. 
Emile-Georges COURTOY, Député permanent. 
Jean DE NEEF, Gouverneur. ` 
Paul JANSSENS, Conseiller économique régional. 
Ph. VAN BEVER, Député permanent. 


Gouvernement provincial du Hainaut, 13, rue Verte, MONS. 
- René THONE, Député permanent. 


Groupe l’Equerre, 16, rue des Vingt-Deux, LIEGE. 
Emile PARENT, Directeur. 
Institut agronomique de l'Etat à Gembloux, GEMBLOUX. : 
Joseph STASSART, Chargé de cours. 
Institut de Recherches économiques, sociales et politiques, 69, Boulevard Au- 
guste Reyers, BRUXELLES A 
Pierre LACONTE, Chercheur. 
Institut Emile Vandervelde, 23, boulevard du Régent, BRUXELLES 1. 
William FRAEYS, Directeur. 
Intercommunale bruxelloise du Gaz et de PElectricité, 125, rue du Marché, 
BRUXELLES 1. 
Jacques CREYELMAN, Président. 
Maurice PIRIJNS, Directeur. 


Intercommunale Maatschappij voor Electriciteitsbedeling van Antwerpse Rand- 
gemeenten (Interanda), 271, Mechelsesteenweg, ANVERS. 

Ing. Charles CONTAMINE. | 

Paul HERTOGS. 
La Maison des Mutualistes - Société coopérative, 602, chaussée de Mons, 
BRUXELLES 7. | 

Eugène BODART, Secrétaire. 

Alfred BONJEAN, Sénateur. 

Léon CAMBIER, Secrétaire. 

Marcel DERBAIX, Directeur. 


La Prévoyance sociale - Société coopérative d'Assurance, 151, rue Royale, 
BRUXELLES 3. 

Alexandre ANDRÉ, Administrateur. 

Roger DEKEYZER, Administrateur. 

‘Victor DEVILLERS, Administrateur, 

Raymond LEMAIRE, Administrateur. 

Ernest Plot, Administrateur. 

Isidore SMETS, Administrateur. 

Victor VAN ROOSEM, Administrateur. 


Maison de la Mutualité, 32, rue Saint-Jean, BRUXELLES 1. 
Sirene BLIECK, Administrateur. 


‘ Gustave DEVUYST, Président. 
Arthur JANSEN, Vice-Président. 
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Ministère de l’Intérieur et de la Fonction publique, 6, rue de la Loi, BRUXBL- 
LES. 
Jean-Louis SERVAIS, Directeur de l'Administration des Régies et Inter- 
communales. 


Ministère des Finances, 12, rue de la Loi, BRUXELLES. 
M. GOOSSENS, Directeur. 


Office belge pour f'Accroissement de la Productivité, 65, rue de la Concorde, 
BRUXELLES 5. 
Marcel PIERRE, Délégué général adjoint. 


Services d'Etudes et Coordination économique du Premier Ministre, 16, rue 
de la Loi, BRUXELLES. 
Georges DELETRE, Directeur général. 


Société coopérative “Au Progrès”, Haine-Saint-Paul, Chaussée 82, HAINE- 
SAINT-PAUL. 

Louis DESMET, Administrateur général. 

Hector ROLAND, Président. 

Jubin TEMPELAIRE, Chef de Bureau. 


Société coopérative - La Maison Liégeoïse, 1, quai Van Beneden, LIEGE. 
Charles BAILLY, Président du Comité permanent. 
Charles DEVILLERS, Directeur gérant. 


Société coopérative - La Maison Sérésienne, 206, avenue de la Concorde, 
SERAING. 
Joseph HERSET, Président. 


Société générale coopérative (S.G.C.), 17-21, place Emile Vandervelde, 
BRUXELLES 1. 

Roger RAMAEKERS, Secrétaire général. 

Joseph VANDERSMISSEN, Directeur général. 


Société mutuelle des Administrations publiques, 19, rue Forgeur, LIEGE. 
Jan GRUYTERS, Vice-Président. 
Jules HANSE, Président. 
Joseph HAVERLAND, Directeur général. 


Société nationale des Distributions d’Eau, 106, rue d’Arlon, BRUXELLES. 
Georges NACHEZ, Administrateur. 
R. NARTUS, Administrateur. 
Jean VRANCKX, Directeur général. 
E. YERNAUX, Administrateur. 


Société nationale du Crédit à l'Industrie, 16, boulevard de Waterloo, 
BRUXELLES 1. 
Georges ROGISSART, Directeur général. 


Société nationale du Logement, 12, rue Breydel, BRUXELLES. 
Jules BARY, Vice-Président. 
Emile COLLIGNON, Administrateur. 
Raphael HULPIAU, Président. 
Freddy LEGRAND, Administrateur. 
Jules SPRUIT, Directeur général. 


Union coopérative, 46, rue Ansiaux, LIEGE. 


Gustave DEFISE, Président. 
Joseph POLET, Directeur commercial. 
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ParticipAnts individuels. 
Ing. Eugène D’HOOGHE. 
Jean PEETERS, Directeur. 


CANADA. 


K.C.S. Ltd. - Management and Technical Consultants, 640, Cathcart, MONT- 
REAL PO. 
Paul RUBINY. 


Sir George Williams University, Drummond Street, MONTREAL. 
Prof. Arthur LERMER, Directeur du département Economie. 


FINLAND. 


Ossustukkukauppa O.T.K., Hämeentie, 19, HELSINKI. 
Kejo HUMMELIN, Secrétaire d’information. 


The Bank of Finland, HELSINKI. 
Jaakko LASSILA, 


FRANCE. 


Caisse centrale du Crédit coopératif, 18, avenue Hoche, PARIS 8. 

Pierre LACOUR, Président-Directeur général. 
Centre d’Etudes des Relations sociales «La Cavole», Quartier Brunet, AIX- 
EN-PROVENCE. 

Prof. Francois SELLIER. 
Charbonnages de France, 95, rue du Bac, PARIS 7. 

Prof. Alexandre VERRET, Président et Conseiller économique social. 
Commissariat à l’Energie atomique (C.E.A.), Département des Programmes, 
B.P. 6, FONTENAY-AUX-ROSES. 

Jacques GAUSSENS, Chargé de l’Etude économique générale. 

Comité industriel d'Action économique de la Région de Toulouse, 6, rue 
Deville, TOULOUSE (Haute-Garonne). 

Alfred MARTEGAN, Secrétaire général. 

Compagnie nationale du Rhône, 28, boulevard Raspail, PARIS 7. 

Gilbert-Edouard TOURNIER, Directeur. 

Confédération générale du Travail - Force ouvrière (C.G.T.-F.O.), 198, avenue 
du Maine, PARIS 14. 

Gabriel VENTEJOL, Secrétaire confédéral. 

Confédération nationale de la Mutualité de la Coopération et du Crédit agri- 
cole, 8, avenue F. Mistral, MONTPELLIER. 

Prof. Jules MILHAU, Vice-Président. 

Conseil général de la Seine, PUTEAUX (Seine). 
Georges DARDEL, Président, Sénateur, Maire de Puteaux. 
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Electricité de France, 2, rue Louis Murat, PARIS 8. E p 
Ernest BREMOND, Conseiller économique et social. 
Jacques CHEVRIER, Directeur adjoint. 
M. HECTOR, Contrôleur général chargé des études européennes. 


Faculté de Droit et de Sciences économiques de Dijon, DIJON . 

Prof. Maurice FLAMANT. 
Fédération Force ouvrière de l'Energie électrique et du Gaz, 13-15, rue des 
Petites Ecuries, PARIS. 

Charles WERBROUCK, Secrétaire général. 


Fédération Force ouvrière des Miniers et aes 198, avenue du Maine, 
PARIS 14. 

Charles MOREL, 
Fédération Force ouvriére des Ports et Docks, 91, faubourg Saint-Denis, 
Bureaux 23-25, PARIS. 

Jean DUNIAU. 
Fédération Force ouvriére des Services publics et de Santé, 198, avenue du 
Maine, PARIS 14. 

Jacques BONNORE, Secrétaire général. 

Gabriel ROUANET. | 
Fédération nationale des Collectivités concédantes et Régies et Association 
nationale des Syndicats de Communes, 20, boulevard de Latour Manbourg, 
PARIS 7. 

Léon CURRAL, Président. 

Georges GILBERTON, Délégué général. 
Fédération nationale des Coopératives de Consommation, 89, rue La Boétie, 
PARIS 8. 

Jacques ARDHUIN, Président de la Banque centrale coopérative. 

Marcel BROT, Président, membre du Conseil économique. 

Marcel Robert GASTAL. 

André HIRSCHFELD, Maître de requête au Conseil d'Etat. 

Roger KERINEC, Secrétaire général. 

Marcel LANGARD, Président de la Saline d’Einville. 
Fédération nationale des Sociétés coopératives d’Habitations à Loyer modéré, 
17, rue de Richelieu, PARIS. 

Léon ROBERT, Président. 
Fédération syndicaliste des P.T.T. - Force ouvrière, 75, rue Houdan, SCEAUX. 

André CHOUCQ. 
Institut d'Administration des Entreprises de l’Université de Bordeaux, 8, rue de 
Toulouse Lautrec, BORDEAUX. 

Prof. Jean MERIGOT. 
Institut atlantique, 24, quai du 4 Septembre, PARIS. 

Pierre URI. | 
Institut économique et juridique de l'Energie - Université de Grenoble, 1, rue 
Général Marchand, GRENOBLE. 

Prof. G. DE BERNIS, Directeur. 
“La Nationale”, Risques divers, 15°'*, rue Laffitte, PARIS 9. 

Georges LUTFALLA, Président-Directeur général. 
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“La Nationale”, Compagnie anonyme d’Assurances sur la Vie, 2, rue Pillet- 
Will, PARIS 9. 
Pierre OLGIATI, Président-Directeur général. 


Les Coopérateurs de Champagne, 33°'*, rue du Château, CHATEAU-THIERRY. 
Maurice COUVRECELLE, Président-Directeur général. 
Bartef ZARFDJIAN, Secrétaire général. 
Les Coopérateurs de Flandre et d’Artois, 3, route de Bergues, COUDEKERQUE 
(Nord). 
Jean DELATTRE, Directeur général. 
“L’Urbaine Vie” - “L’Urbaine Capitalisation” - “L’Urbaine complémentaire”, 
24, rue Le Peletier, PARIS 9. 
Maurice MONTEL, Président, Directeur général. 
Mines domaniales de Potasse d’Alsace (M.D.P.A.), 11, faubourg d’Altkirch, 
MULHOUSE (Haut-Rhin). 
Georges VIGIER, Ingénieur. 


Section francaise du CIRIEC, 61, rue Boissiére, PARIS 16. 
Albert GAZIER, Président, Ancien Ministre. 
Société générale des Coopératives de Consommation, 61, rue Boissière, 
PARIS 16. 
René ORSINI, Directeur des Services techniques. 
Charles VEVERKA, Administrateur. 
Union des Coopérateurs de Lorraine, 28, rue H. Deglin, NANCY. 
Jean LACROIX, Secrétaire général - Rédacteur. 
Université de Strasbourg, Palais Universitaire, place de l'Université, STRAS- 
BOURG. 
Prof. Paul CHAMLEY. 
Participants individuels. 
Henry DUROISIN. 
Jean CHAMARRE. 
René LEBLANC. 


GERMANY (Federal Republic). 


Alte Volksfürsorge, HAMBURG, An der Alster 65. 
Direktor Ernst MAI. 
Direktor Hans WEISSHAAR. 
Arbeitsgemeinschaft Fürther Baugenossenschaften, FORTH, Herrnstr. 64. 
Helmut SCHMID, 
ARGEWO Arbeitsgemeinschaft gemeinniitziger Wohnungsunternehmen GmbH, 
NÜRNBERG, Johannisstr. 9-11. 
Hugo KIELGAST. 
Bank fiir Gemeinwirtschaft AG, FRANKFURT/MAIN, Mainzer Landstr. 10-12. 
Dr. Horst. SCHAKAT. 
Dr. Achim von LOESCH. 
Baustoffzentralgesellschaft der gemeinnützigen Wohnungsunternehmen Nord- 
bayerns, NÜRNBERG, Plobenhoistr. 6. 
Gustav ALTHOFF. 
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Bauverein Fiirth eGmbH, FURTH, Stresemannplatz 3. e 
Direktor Hans SCHMIDT. 

Berliner Kraft- und Licht (Bewag)-AG, BERLIN 30, Stauffenbergstr. 26. 
Direktor Alexander VOELKER. 

Braunschweigische Stadtbank, BRAUNSCHWEIG, Dankwardstr. 1. 
Staatsbankdirektor, Dr. Carl DUVEL. 

Bremer Landesbank/Staatliche Kreditanstalt Oldenburg, OLDENBURG, Markt 

= Bankdirektor Gerhrad WACHSMANN, 

Deutsche Postgewerkschaft, FRANKFURT/MAIN, Savignystr. 43. 
1. Vorsitzender Carl STENGER. 


Deutscher Gewerkschaftsbund, DÜSSELDORF, Stromstr. 8. 
Rechtsanwalt Dr. Otto KUNZE, Institiar. 


Düsseldorfer Flughafengesellschaft mbH, DUSSELDORF, Flughafen. 
Direktor Theodor VORSPEL. 


Forschungsstelle der Friedrich-Ebert-Stiftung, BONN, Koblenzer Str. 54. 
Dr. Horst HEIDERMANN. 
Dr. Gerhard WEISSER. 
Dr. Theo THIEMEYER. 


Gartenstadt Nürnberg eGmbH, NURNBERG, Finkenbrunn 1. 
Erich KRIVY. 


Gemeinnützige Heimstättenbaugesellschaft der BVG, BERLIN, Knobelsdorffstr. 
95. 


Karl-Heinz HANDKE, 
Gerhard JASCHEK. 


Gemeinnützige Wohnungsbaugesellschaft der Stadt Fürth mbH, FÜRTH, 
Leibnizstr. 20. 

Kurt BELOW. 

Direktor Joseph HAAS. 

Direktor Lorenz MAYER. 
Gemeinnützige Wohnstätten u. Siedlungs-Gesellschaft mbH, MÜNCHEN 15, 
Sonnenstr. 15. l 

Direktor Franz BEHRINGER. 
Gemeinnützige Wohnungsfürsorge AG MÜNCHEN, Schackstr. 3. 

. Direktor Dr. jur. Alfons PRZEMEK. 

Gesellschaft für öffentliche Wirtschaft e.V., BERLIN 15, Bleibtreustr. 24. 

Dr. Karl KÜHNE. 

Prof. Dr. Gisbert RITTIG. 
Gewerkschaft der Eisenbahner Deutschlands, FRANKFURT/MAIN, Beethoven- 
str. 12-16. i | 

Rudolf HOFMANN. 
Gewerkschaft Offentliche Dienste, Transport und Verkehr (ÜTV), STUTT- 
GART, Rote Strasse 2A. 

Oberregierungsrat a.D. Dipl.-Volksw. Karl OSTERKAMP. 
Hagener Versorgungs- und Verkehrsgesellschaft mbH, HAGEN, Wehringhauser 
Str. 105. 

Direktor Dr. jur. Alfons REHKOPP. 
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Hamburger Wasserwerke GmbH, HAMBURG, Mônckebergstr. 8. 
Direktor Gerhard BRANDES. 
Hessischer Gemeindetag und Magistrat der Stadt Bensheim, BENSHEIM, 
Bergstr. 
Wilhelm KILIAN, 
IFO Institut für Wirtschaftsforschung, MUNCHEN, Poschingerstr. 5. 
Dipl.-Volksw. Dr. ERNST. 
Günter WINKLER. 
Dipl.-Volksw. Dr. Günter ZEMPEL. 
Industriegewerkschaft Bergbau und Energie, BOCHUM, Alte Hattinger Str. 19. 
Heinz KEGEL, Vorstandsmitglied. 
Industriegewerkschaft Metall, FRANKFURT/MAIN, Johann-Klotz-Str. 17. 
Karl FRIEDRICHS, 
Institut fiir Weltwirtschaft an der Universitat Kiel, KIEL, Diisternbrooker 
Weg 120-122. 
Dr. Heinz STENDER. 
Institut . fiir Wohnungsrecht und Wohnungswirtschaft Köln, KOLN-LINDEN- 
THAL, Meister-Ekkehart-Str. 11. 
Heinz FLOHR. 
Landesbank und Girozentrale Rheinland-Pfalz, MAINZ. 
Herr FICKEISEN. 
Maingaswerke AG. FRANKFURT/MAIN, Kaiserstr. 10. 
Albert GASCH, Direktor. 
Nassauische Heimstätte, FRANKFURT/MAIN, Schaumainkai 47. 
Emil BERNT. 
Direktor Paul MÜLLER. 
Nibelungen Wohnbau Gesellschaft, BRAUNSCHWEIG, Freyastr. 10. 
Direktor Hans HAUFE, 
Direktor Walter WILLE, 
Rat der Gemeinden Europas, RÜSSELSHEIM, Tannenstr. 2. 
Dr. Walter KOBEL. 
Schluchseewerk AG, FREIBURG/BREISG., Rempartstr. 16. 
Direktor Dr. Eugen MELCHINGER. 
Siedlungswerk Nürnberg, NÜRNBERG, Ziegelsteinstr. 150/2. 
Konrad HASELBACHER. 
Stadt Braunschweig, BRAUNSCHWEIG-QUERUM, Rôhrfeld 15. 
Dr. Ing. Hermann VOGLER. 
Stadt Iserlohn, ISERLOHN, Stefanstr. 6-8. 
Direktor Dipl.-Ing. Rudolf SONNTAG. 
_ Oberstadtdirektor Heinrich WOHLERT. 
Städtisches Gaswerk, GLADBECK (Westf.), Jovyplatz 12. 
Werkleiter August STRACKE. 
Stadtwerke Bielefeld, BIELEFELD, Schildescher Str. 16. 


Ratsherr Wilhelm KRALEMANN. 
Geschäftsführer Wilhelm HEIDEMANN. 
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Stadtwerke Liinen GmbH, LÜNEN (Westf.), Borker Strasse 56. e 
Wilhelm ASHOFF. 
Johann BLUMENTHALER. 
Oberstadtdirektor Dr. Alfred FALKENSTEIN, 
Michael GRESCH. 
Wilhelm HUSING. 
Direktor Rudolf MEIER. 
Theodor MENGELKAMP. 
Hans MUSER. 
Heinz SCHWEDES. | 
Direktor Willy SCHWELLNUS, 
Josef STOWE. 


Technische Werke der Stadt Stuttgart, STUTTGART, Lautenschlagerstr. 21, 
Hans JOHNK. . 
Walter JÜTTNER. 
Treuhandstelle für Wohnungsunternehmen in Bayern GmbH, MÜNCHEN, 
Steinsdorfstr. 15. 
Direktor Ernst HOFMANN. 
Universitåt Mainz, MAINZ, Am Fort Elisabeth 27. 
Dr. Walter HAMM. 
Verband kommunaler Unternehmen e.V., KÖLN-MARIENBURG, Marienburger- 
Strasse 22. 
Oberkreisdirektor Dr. Reinhart BERGER. 
Hauptgeschäftsführer Werner JACOBI, MdB. 
Verband öffentlich-rechtliche Kreditanstalten e.V., BONN, Hausdorffstr. 80. 
Hauptgeschäftsführer Dr. Klaus HAMMER. 
Verband Rheinischer Wohnungsunternehmen, DÜSSELDORF, Goltsteinstr. 29. 
Dr. August FLENDER. 
Dr. Wilhelm STEINBERG. 
Vereinigte Elektrizitätswerke Westfalen AG, DORTMUND, Ostwall 51. 
Dr. Gerhard SCHMIDT. 
Volkswirtschaftliches Seminar der Universität Göttingen, GÖTTINGEN, Thea- 
terstr. 14. i 
Dr. Werner NOLL. 


Wirtschaftsberatung AG, DUSSELDORF, Achenbachstr. 43. 
: Bauassessor Reinhard DYHR. 
Dr. Eberhard LAUX. 
Dr. Lorenz LEIDERER. 
Wirtschaftspriifer Fritz MLASOWSKY. 


Wirtschaftswissenschaftliches Institut der Gewerkschaften, KOLN, Domkloster 
3. 


Prof. Dr. Bruno GLEITZE, 


Wohnungsgenossenschaft NORIS, NURNBERG, Herbartstr. 30. 

Aufsichtsrat August SCHMIDT. 
Wohnungsgenossenschaft « Sigmund Schuckert» eGmbH, NÜRNBERG, Sie- 
mensstr. 1. 

Adam EGGMANN. 
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Zeptralverband Deutscher Konsumgenossenschaften e.V., HAMBURG 1, Be- 
senbinderhof 43. 
Wilhelm Michael KIRSCH. 


GREAT BRITAIN. 


Agricultural Economics Research Institute, Park Road, OXFORD. 
William BECKETT. 


Birmingham University, Edgbaston, BIRMINGHAM. 
Prof. Alexander BAYKOW, Soviet economy. 
Prof. Terence HUTCHISON, Economic science. 


Cambridge University - Pembroke College, CAMBRIDGE. 
Michael POSNER, 


Central Electricity Generating Board, LONDON. 
Ing. Glyn ENGLAND. 


Oxford University - Balliol College, OXFORD. 
Thomas BALOGH, Director of economic research. 


The Electricity Council, Trafalgar Building 1 Charing Cross, PONDON SWI. 
Prof. Ronald EDWARDS, Director. 


University of Durham, 4, North Bailey, DURHAM. 
Siegfried Moos, 


GREECE. 


Agricultural Bank of Greece, Rue Venizelos, 23, ATHENS. 
Dr. Andrew APOSTOLIDIS, Governor. 
Co-operative Administration, ATHENS. 
Evangelos COSTAPANOS. 
Greek Section of the ICRICE, 62A, rue Sina, ATHENS. 
Prof. Angelos ANGELOPOULOS. 
Dimitrios PSAROS. 
Stratis SOMERITIS, President. 
Ministry of Communications and Public Works, ATHENS. 
Ch. CAMELLAKIS, General Manager. 
‘Public Power Corporation, 5-7, rue Loukianou, ATHENS. ` 
Ing. Georges APOSTOLAKIS, Manager. 
Constantin GOUSTIS, Deputy General Manager. 
, Jean TSIMBOUKIS, Economic Consultant. . 
Technological University, Economics Section, Odos 28, Octovriou 42, ATHENS. 
Prof. Soritis AGAPITIDES. 


INDIA. 
All India Cooperative Workers Guild, Palace Road, BARODA. 
B. F. PATEL, President. 


University of Bombay - Department of Economics, BOMBAY 1. 
Prof. Mohanial DANTWALA. 
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ITALY. | ‘ 


Alfa Romeo S.p.A., via Gattamelata, 45, MILANO. 
Dr. Giuseppe LURAGHI, Presidente. 


Amministrazione comunale di Livorno, via Grande, 150, LIVORNO. 
Dr. Ugo CANESSA, Dirigente Ufficio Statistiche e Studi. 
Prof. Renzo CECCHINI, Assessore Commissario lavori pubblici. 


Amministrazione provinciale di Firenze, Assessorato allo Sviluppo economico, 
via Vitt. Emanuele, 28/A, FIRENZE. 
Dr. Alberto L’ABATE, Funzionario. 


Associazione Cooperative Consumo, via Guattani, 9, ROMA. 
Argirio BERGAMASCHI, 
Remo MARLETTA. 


Associazione fra le Casse di Risparmio italiane, via Paisiello, 6, ROMA. 
Dr. Amedeo CALVANO, Direttore Ufficio studi. 
Dr. Maurizio PARASASSI, Funzionario. 


Associazione italiana per il Consiglio dei Comuni d'Europa, piazza di Trevi, 86, 
ROMA. 

Avv. Gianfranco MARTINI, Segretario generale aggiunto. 

Prof. Umberto SERAFINI, Segretario generale. 

Mario ZAGARI, Membro comitato esecutivo, 


Associazione nazionale fra gli Ist. autonomi per le Case popolari, via Sabatino, 
31, ROMA. 
Dr. Antonio GALBIATI, Capo Servizio coordinazione. 


Associazione sindacale Intersind, via Aurora, 29, ROMA. 
Dr. Eldo CHERICONI, Funzionario. 
Prof. Silvio GoLzio, Presidente. 


Autostrade concesse e Costruzioni Autostrade S.A., via Nibby, 10. ROMA. 
Ing. Fedele Cova, Amministratore delegato. 
Ing. Sergio DE AMICIS, Direttore generale. 


Azienda Acquedotto municipale di Torino, via Botero, 19, TORINO. 
Dr. Rag. Aldo PEDUSSIA, Vice-Direttore generale e Direttore Ammi- 
nistrativo. 
Avv. Domenico ZAARUOLO, Presidente. 


Azienda comunale Elettricità ed Acqua, piazzale Ostiense, 2, ROMA. 
| Dr. Amleto ALTERI, Commissario. 
Ing. Giulio ANGELETTI, Capo servizio. 
Dr. Raffaello BIGLIARDI, Dirigente, 
Dr. Giorgio COPPA, Commissario. 
Dr. Guido DE LEva, Funzionario. 
Dr. Francesco FAGIOLO, Funzionario. 
Dr. Giuseppe MAGGIO, Funzionario. 
Ing. Gino MAGNINI, Funzionario. 
Dr. Luigi MARTINI, Commissario, 
Dr. Luigi MASSARA, Funzionario. 
Avv. Amedeo MURGIA, Presidente. 
Ing. Goffredo NUCCI, Vice-Direttore. 
Prof. Ing. Paolo PARVOPASSU, Dirigente servizio studi. 
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* ‘Prof. Ing. Riccardo SENNATO, Capo servizio studi. 
. Rag. Giovanni STARITA, Commissario. 
Dr. Ing. Ettore VERDUCCI; Direttore generale. 


Azienda Elettrica Municipale di Milano, Corso di Porta Vittoria, 4, MILANO. 
Dr. Oreste GUALDONI, Direttore generale. 


Azienda Elettrica Municipale di Torino, via Torricelli, 15, TORINO. 
Ing. Oreste PROTONOTARI, Direttore commerciale. 


Azienda farmaceutica municipalizzata di Cremona, via Manzoni, 6, CREMONA. 
Dr. Ernesto GAMBA, Direttore. ` 
Dr. Sergio NOVELLI, Commissario. 


Azienda municipalizzata Gas e Acquedotto, via Picco, 22, LA, SPEZIA. 
Dr. Emilio CERULLI, Commissario. 
Dr. Luigi NOVELLI, Commissario. 


Azienda municipale Gas ed Acqua di Bologna, via Piacenza, 8, BOLOGNA. 
Dr. Bruno BOLELLI, Consulente, 
Dr. Adamo VECCHI. 
Ennio VILLONE, Presidente. - 


Azienda municipalizzata per la Nettezza Kee di Bologna, via Brugnoli, 6 
BOLOGNA. 

Dr. Carlo ALPI, Presidente. 

Primo GIROTTI, 

Enrico LEGNARI, Membro commissione amministrativa. 

Dr. Gisberto PEDE, Funzionario, 

Dr. Igino STANZANI. 

Ermanno TONDI, Membro commissione amministrativa. 


3 


Azienda municipalizzata Servizi nettezza urbana di Firenze, via Baccio de 
Montelupe, 50, FIRENZE. 

Rag. Ugo DRAGONI, Presidente. 

Avv. Franco M. CONTE, Commissario, 

Dr. Gian Paolo PAOLI, Commissario. 


Azienda provincializzata Trasporti, via Zamboni, 26, BOLOGNA. 
Gaetano SELLA, Membro Commissione amministrativa. 


Azienda Servizi municipalizzati di Brescia, Corso Cavour, 39, BRESCIA. 
Avv. Libero DORDONI, Presidente. 


Azienda Tranvie Autofilovie di Napoli, via Loggia dei Pisani, 13, NAPOLI. 
Dr. Ing. Nicola Visconti, Direttore. 


Azienda Tramviaria Municipale di Milano, Foro Bonaparte, 61, MILANO. 
Dr. Giacomo CORNA PELLEGRINI, Commissario. 


Banca commerciale italiana, piazza della Scala, MILANO. 
Dr. Giacomo MANTEGAZZA, Funzionario. 


Banca d’Italia, via Nazionale, 91, ROMA. 


Dr. Umberto BARILLA, Segretario Servizio Studi Economia interna. 

Dr. Piero Antonio CIAMPICALI, Segretario Servizio Studi Economia 
interna. 

Prof. Salvatore GUIDOTTI, Consigliere economico. 

Dr. Giovanni Lovato, Segretario Servizio Studi Economia interna. 
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Prof. Francesco MASERA, Capo Servizio Studi Economia interna. ` 
Dr. Luigi CERIANI, Direttore Ufficio Studi. 
Dr. Luca ROSANIA, Capo Servizio Studi Economia interna. 


Banca Nazionale del Lavoro, via Vittorio Veneto, 119, ROMA. 
Dr. Luigi CERIANI, Direttore Ufficio Studi. 
Prof. Paolo PAGLIAZZI, Sezione credito fondiario. 


Banca popolare di Milano - Centro di Ricerche e Sviluppo, piazza Meda, 4, 
MILANO. 

Dr. Elio GONELLA, Funzionario. 

Rag. Gianpaolo ZANZI. 


Banca popolare di Novara, via Negroni, 12, NOVARA. 
Dr. Alberto CODEGONE, Capo Servizio Studi. 


Banco di Roma, via del Corso, 307, ROMA. 
Francesco RINALDI, Vice Direttore. 


Banco di Sicilia, via Roma, 185, PALERMO. 
Dr. Salvatore BUSCEMI, Presidente. 
Prof. Giuseppe MIRABELLA, Vice Direttore generale. 


CAEMAI - Cons. Aziende Elettriche Municipali Alta Italia, via Armorari, 14, 
MILANO. 
Dr. Alessandro MAGGI. 


Camera del Lavoro - Segreteria, via Tuscolana, 937, ROMA . 
Avv. Fedele GALLI, Segretario. 


Cassa di Risparmio delle provincie lombarde, via Verdi, MILANO. 
Prof. Giordano DELL’AMORE, Presidente. 
Dr. Reno FERRARA, Vice-Presidente. 
Dr. Alfio TITTA, Capo del Servizio Studi e Statistica. 


Cassa di Risparmio di Firenze, via Bufalini, 6, FIRENZE. 
Avv. Eduardo GAETA, Vice Direttore generale. 


Centrale del Latte di Milano, via Castelbarco, 27, MILANO. 
Dr. Silvio POZZANI, Presidente. 


Centro italiano di Ricerche e d'Informazione sull’Economia delle imprese 
pubbliche e di pubblico interesse, via Fratelli Gabba, 6, MILANO. 

Avv. Mario BONESCHI, 

On. Roberto TREMELLONI, Presidente. 


Centro italiano di Ricerche e Documentazioni, via della Lungara, 229, ROMA. 
Dr. Gioacchino ALBANESE, Funzionario. 

CO-FAR, via Traversa Ravegnana, RAVENNA. 
Dr. Antonio SPITALI. 


Comitato ministri Mezzogiorno, via Boncompagni, 30, ROMA. 
Dr. Vincenzo SCOTTI, Segretario. 
Dr. Marinello MARINELLI, Segretario Commissione Piani Regolatori. 


Comitato Nazionale Energia Nucleare, via Belisario, 15, ROMA. 
Dr. Achille ALBONETTI, Direttore. 
Dr. Michele BARBATO, Funzionario. 
Dr. Corrado FIACCAVENTO, Funzionario. 
Dr. Francesco GALLO, Funzionario. 
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e Prof. Ing. Felice IPPOLITO, Segretario generale. 
Dr. Renato LEONI, Funzionario. 
Dr. Pietro LONGO, Funzionario. 
Dr. Mario MAZZA, Funzionario. 
Dr. Bruno PICKER, Funzionario. 
Dr. Maria Teresa VISCONTI, Funzionaria. 


Commissione economica del Partito socialista italiano, via Cesare Federici, 1, 
ROMA. 

Antonio GIOLITTI, Deputato Parlam. 
Comune di Foggia, Palazzo di Città, FOGGIA, 

Avv. Carlo FORCELLA, Sindaco. 


Comune di Milano, Palazzo Marino, MILANO. 
Dr. Piero BASSETTI, Assessore al Bilancio. 


Comune di Roma, Campidoglio, ROMA. 
Comm. Giuseppe CAUSATI, Funzionario. 


Comune di Trieste, TRIESTE. 
Dr. Sergio GASPARO, Ass. Statistica e Lavoro. 


Confederazione cooperativa italiana e Istituto nazionale Educazione coope- 
rativa, Borgo Santo Spirito, 78, ROMA. 

Dr. Giovanni CARRARO, Funzionario. 

Dr. Livio MALFETTANI, Segretario generale. 


Confederazione della Municipalizzazione, piazza Cola di Rienzo, 80, ROMA. 
Dr. Giuseppe GIACCHETTO, Segretario generale, 
Dr. Tito SCIPIONE, Capo Ufficio Studi. 
Dr. Giovanni SPAGNOLLI, Presidente. 


Confederazione generale italiana del Lavoro, Corso d’Italia, 25, ROMA. 
Dr. Antonio ANDRIANI, Funzionario. 
Dr. Elio Silvano LEVRERO. 
Dr. Ferdinando MONTAGNANI, Vice Segretario. 


Confederazione italiana sindacati Lavoratori, via Po, 21, ROMA. 


Dr. Nicola DE PAMPHILIS, Funzionario. 
Prof. Vincenzo SABA, Capo Ufficio Studi e Formazione. 


Consorzio di Credito Opere Pubbliche e Istituto di Credito per le Imprese di 
pubblica utilità, via Quintino Sella, 2, ROMA. 

Dr. Gennaro CIMMINO, Funzionario. 

Prof. Alberto FERRARI, Direttore generale. 

Dr. Leopoldo MACCIARDI, Capo Ufficio Studi. 

Dr. Simone OLIVA, Funzionario. 


Ente autonome Volturno di Napoli, via Carducci, 29, NAPOLI, 
Avv. Adriano VINALE, 


Ente nazionale Idrocarburi - ENI, via dell’ Arte, EUR, ROMA. 
Dr. Clemente BRIGANTE COLONNA, Direttore Servizio Relazioni Pub- 
bliche. 
Dr. Luigi BRUNI, Resp. Ufficio Studi Economici. 
Dr. Marcello COLITTI, Funzionario Ufficio Studi Economici, 
Dr. Ornella LAURENTI, Ufficio Studi Economici. 
Adriana PATRIZI, Membro del Servizio Relazioni Pubbliche. 
Dr. Giorgio RUFFOLO, Direttore Ufficio Studi Economici. 
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Ente nazionale per l’Energia elettrica (E.N.E.L.), via Aniene, 14, ROMA. ° 
Luigi GRASSINI, Vice Presidente. 
Ente siciliano di Elettricità, via Beato Bernardo, CATANIA, 
Ing. Francesco COSTARELLI, Presidente. 
Federazione del -Partito socialista di Milano, MILANO. 
Rag. Luigi CHILO, Funzionario. 
Federazione nazionale aziende municipalizzate Gas - Acqua e Varie, piazza 
Cola di Rienzo, 80, ROMA. 
Avv. Tito MOLINARI, Direttore. 
Fondazione Adriano Olivetti, via delle Miniere, 1, IVREA. 
Massimo FICHERA, Segretario generale. 
Ing. C. Olivetti & Co, S.p.A., IVREA. 
Dr. Franco MOMIGLIANO, Direttore Ufficio Studi. 
Dr. Fabio PIPERNO, Funzionario. 
Istituto Bancario San Paolo di Torino, TORINO. 
Ing. Luigi RICHIERI, Vice Presidente. 
Istituto cattolico di Attività sociale ICAS, ROMA . 
Prof. Giuseppe MIRA. 
Istituto A. Gramsci, viale Fulvio Camillo, 79, ROMA. 
Prof. Vincenzo VITELLO, Direttore Ass. Fac. Ec. 
Istituto mobiliare italiano, via delle Quatro Fontane, ROMA. 
Dr. Gastone BoLLINO, Consulente Economico. 
Ing. Giovanni ENRIQUES, Consulente Industriale. 
Istituto nazionale Assicurazioni contro gli Infortuni sul Lavoro - INAIL, 144, 
piazza IV Novembre, ROMA. 
Avv. Terenzio MARFORI, Consulente Legale superiore. 
Dr. Aldo FOSSATI, Attuario. I 
Istituto nazionale Assistenza Dipendenti enti Locali, via Nizza, 53, ROMA. 
Dr. Giovanni TERRANOVA, Capo Relazioni Pubbliche. 


Istituto nazionale della Previdenza sociale, via Marco Minghetti, 17, ROMA. 
Dr. Ferdinando LOFFREDO, Capo Ufficio Studi e Rapporti Culturali. 


Istituto nazionale delle Assicurazioni - INA, via Sallustiana, 57, ROMA. 
Prof. Francesco SANTORO PASSARELLI, Presidente. 


Istituto per il Rinnovamento urbano e rurale nel Canavese - IRUR, via delle 
Miniere, 12, IVREA. 

Dr. Alberto MORTARA, Vice Presidente. ` 
Istituto per la Ricostruzione industriale - IRI, via Vittorio Veneto, 89, ROMA. 

Dr. Marsan AJMONE VENIERO, Ufficio Studi. 

Dr. Aldo Maria ARENA ALESSI, Funzionario. 

Prof. Pasquale SARACENO, Direttore generale. 


Istituto poligrafico dello Stato, piazza Verdi, 10, ROMA. 

Dr. Emilio DE MARCHI, Commissario. 
Istituto regionale per il Finanziamento alle Industrie in Sicilia - IRFIS, via 
Generale Magliocco, 1, PALERMO. 


Dr. Gandolfo Dominici, Direttore. 
Ing. Claudio MAJORANA, Presidente. 
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It@iconsult, Malpasso di Decima, ROMA. 
Dr. Mario MARCELLETTI, 

Italsider S.p.A., via Corsica, 4, GENOVA. 
Dr. Gian Lupo OSTI, Direttore generale. 
Dr. Mario Lucio SAVARESE, 


Lega nazionale delle Cooperative e Mutue, via  Guattani, 9, ROMA. 
Dr. Ruggero AMADUZZI, Capo Ufficio Studi. 
Dr. Giuseppe BANCHIERI, Funzionario. 
Dr, Walter BRIGANTE, Funzionario. 
On. Giulio CERRETTI, Deput. Parlam. - Presidente. 
Dr. Luisa CRISANTI, Funzionaria. 
Avv. Oscar GAETA, Funzionario. 
Dr. Luciano VIGONE, Vice Presidente, 
Mediocredito centrale, via Piacenza, 8, ROMA. 
Prof. Giannino PARRAVICINI, Presidente. 
Ministero dei Trasporti, Ferrovie dello Stato, piazza della Croce Rossa, 1, 
ROMA. ve 
Ing. Angelo ORCORTE, Direttore centrale. 
Dr. Carlo PANZARASA, Ispettore Capo Superiore. 
Dr. Giuseppe SANTONI RUGIU, Vice Direttore generale. 
Prof. Francesco SANTORO, Direttore Centrale Ferrovie dello Stato. 
Fernando TRAGIA, Direttore Centrale. 
Ministero del Tesoro, ROMA. 
Prof. Gaetano STAMMATI, Direttore generale. 
Ministero delle Partecipazioni statali, ROMA. 
Dr. Mario Gun. Direttore generale, 
Dr. Leo SOLARI, Capo Segreteria Tecnica, 
Nazionale Cogne S.p.A., via San Quintino, 28, TORINO. 
Conte Massimo SALVI DEL PERO DI LUZZANO, Direttore generale. 
Opera Valorizzazione Sila, viale Trieste, 83, COSENZA. 
Dr. Riccardo TOMAN, Direttore generale. 
Provincia di Treviso - Ufficio studi, via Eritrea, 4, TREVISO. 
Dr. Carlo DE ROBERTO, Delegato. 
Ragioneria generale dello Stato, ROMA. 
Dr. Carlo MARZANO. 
Dr. Rino ONOFRI, Funzionario, 
Dr. Giuseppe PARISI, Funzionario. 
Sergio PASTORE, Funzionario. 
Rivista “Il Mulino”, via Gramsci, 5, BOLOGNA. 
Dr. Altiero SPINELLI, Direttore. 
Scuola Studi superiori E.N.I., Enrico Mattei, San Donato Milanese. 
Prof. Avv. Franco FRANCHINI, 
Sezione speciale per la Riforma Fondiaria in Puglie e Lucania, Corso Sornino, 
177, BARI. 
Prof. Ing. Aldo RAMADORO, Presidente. 
Societa finanziaria Meccanica - Finmeccanica, via Torino, 44, ROMA. 
Dr. Gian Luigi VENTURA, Ufficio Studi. 
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Società finanziaria Elettrica - Finelettrica, via Aniene, 14, ROMA. a 
Prof. Gioacchino D’IPPOLITO,: Funzionario. 


Società Idroelettrica Tevere, via Po, 8, ROMA. 
Eduardo BOCHICCHIO, Direttore generale. 


Società Umanitaria, via Daverio,7, MILANO. 
Dr. Riccardo BAUER, Presidente. 


Soris S.p.A., via Mascheroni, 16, MILANO. 
Dr. Luciano CONOSCIANI, Direttore. 


Società finanziaria telefonica - STET, via Arcangelo Corelli, 10, ROMA. 
Dr. Carlo CERUTTI, Direttore generale, 
Dr. Giuseppe Cicconi, Funzionario. 
Dr. Giorgio INNAMORATI, Funzionario. 
Avv. Paolo PIERRI, Proc. Legale. 
Dr. Giovanni PINTO, Funzionario. 


Svimez, via di Porta Pinciana, 6, ROMA. 
Dr. Angelo CASTAGNOLA, Funzionario. 
Tramvie provinciali di Napoli S.p.A., NAPOLI. 
Avv. Proculo SARDO, Presidente. 


Tramvie elettriche Parmensi, piazza Barbieri, 1, PARMA. 
Cav. Giuseppe PERLINI, Commissario. 


Trentina di Elettricità S.p.A, TRENTO. 
Dr. Gualtiero GUIDI, Direttore generale. 


Università di Bari - Istituto di Economia politica, BARL 
Prof. Giulio CAPODAGLIO, 


Università di Ferrara - Istituto di Finanza pubblica, FERRARA. 
Prof. Giorgio STEFANI, 


Università di Genova, GENOVA. 
Prof. Alfio BRUSA, Istituto di Geografia economica. 


Università cattolica del Sacro Cuore di Milano, piazza San Ambrogio, 9, 
MILANO. 

Prof. Luigi FALESCHINI, Ord. Stat. 

Prof. Orio GIACCHI, Fac. Giurisprudenza. 


Università di Milano, via Festa del Perdono, 7, MILANO. 
Prof. Caio Mario CATTABENI, Rettore. 


Università di Napoli, via Partenope, 36, NAPOLI. 
Prof. Domenico DE Marco, Direttore Istituto di storia economica e 
sociale. 
Prof. Raffaele GANGEMI, Istituto di finanza pubblica della facoltà di 
economia e commercio. 

Università di Parma, via Università, 12, PARMA. 
Prof. Ugo SORBI, Istituto di economia e politica agraria. 


Università di Pisa, PISA. 
Prof. Pietro ARMANI, Facoltà di economia e commercio. 
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Uhiversita di Roma, ROMA. 
Prof. Federico CAFFE, Istituto di economia e finanza. 
Prof. Sabino CASSESE, Istituto di diritto amministrativo. 
Dr. Duccio CAVALIERI, Facolta di giurisprudenza. 
Prof. Massimo Severo GIANNINI, Direttore Istituto di diritto pubblico. 
Universita di Torino, TORINO. 
Dr. Onorato CASTELLINO, Facoltà di economia e commercio. 
Prof. Danila CREMONA DELLA CASA, Laboratorio di economia politica. 
Prof. Mario PASELLA, Istituto economia politica agraria. 
Prof. Giovanni PRONI, Direttore Istituto economia politica agraria. 
Dr. Giovanni ZANETTI, Assistente Istituto di Amministrazione indus- 
triale. 
Universita di Trieste, TRIESTE. 
Prof. Giuseppe FONTANELLA, Istituto di economia. 
Unione italiana del Lavoro - UIL, via Lucullo, 5, ROMA. 
Dr. Franco SIMONCINI, Segretario Servizio Studi. 
Individuals participants. 
Dr. Vincenzo APICELLA, Giornalista. 
Dr. Valentino COMPAGNONE. 
Ing. Gino MARTINOLI, Dirigente industriale. 
Dr. Adalberto NASCIMBENE, 
Prof. Piero RIETI. 


JAPAN. 


Economic Planning ‘Agency - Planning Bureau, Kasumigaseki-Chijoda-Ku, 
TOKYO. 
Jiro KANO. 


LUXEMBOURG. 


Société nationale des Chemins de Fer Luxembourgeois, LUXEMBOURG: 
Alphonse THEATO, Ingénieur. 


MAURITIUS. 


The Mauritius Co-operative Union, Domat Street, PORT LOUIS. 
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OF CHAIRMEN OF THE CONFERENCE 


TIMETABLE OF MEETINGS 


Monday, 8 April 1963 


Morning: Opening meeting; 
Presentation of Mr. Saraceno’s report. 


Afternoon: Presentation of reports by Mr. Weisser and Mr. Rosen- 
stein-Rodan; 


Discussion of Mr. Saraceno’s report; Mr. Saraceno’s 
reply. 


Tuesday, 9 April 1963 


Morning: Discussion of Mr. Weisser’s and Mr. Rosenstein-Rodan’s 
reports; 


Afternoon: Replies from Mr. Weisser and Mr. Rosenstein-Rodan; 
Presentation of reports by Mr. Uri and Mr. Dantwala; 
Discussion of the two reports. 


Wednesday, 10 April 1963 


Morning: Discussion of the reports of Mr. Uri and Mr. Dant- 
wala (continued); 


Replies from Mr. Uri and Mr. Dantwala; 
Address by Mr. Ugo La Malfa, Minister of the Budget. 


Afternoon: Discussion of Mr. Tinbergen’s report; 


Mr. Tinbergen’s reply and summing up of the Congress’s. 
work; 


Submission and adoption of the resolution; 
Closing speeches. 
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LIST OF PRESIDENTS OF THE CONGRESS 


The various sittings of the Congress were successively presided 
over by: 


— Mr. Roberto Tremelloni, Minister of the Treasury, President of 
the Italian national section of the ICRICE; 


— Mr. Albert Gazier, former Minister, President of the French 
national section of the ICRICE; 


— Mr. Felix Slavik, Deputy Mayor of the City of Vienna, President 
of the Austrian national section of the ICRICE; 


— Mr. Werner Bleile, Manager of the Swiss Central Co-operative 
Bank in Basle, President of the Swiss ICRICE Association; 


— Mr. Werner Jacobi, Managing Director of the Association of 
Municipal Undertakings, Cologne; 


— Mr. Maurice Delbouille, Professor "at Liège University, President 
of the ICRICE. 


The presidium also included: 


— Mr. Edgard Milhaud, Emeritus Professor of the University of 
Geneva and Honorary President of the ICRICE; 


— Mr. Angelos Angelopoulos, Professor at the “Panteios” Institute 
-of Political Science, Athens; President of the Panhellenic 
_ Planning Association. 


IV. OPENING MEETING 


Telegram from Mr. Antonio SEGNI, President of Italy. 


Mr. Tremelloni, who was in the chair, read the following telegram: 


DEEPLY REGRET OTHER COMMITMENTS PREVENT MY ADDRESSING SIXTH 
INTERNATIONAL CONGRESS COLLECTIVE ECONOMY STOP BEST WISHES VALU- 
ABLE WORK CONFERENCE AND SUCCESS YOUR UNDERTAKING 


ANTONIO SEGNI. 


Address by Mr. Glauco DELLA PORTA 
Mayor of Rome 


The civic administration of Rome wishes to express through me its 
friendship for, and welcome to the participants of this the Sixth Inter- 
national Congress of Collective Economy. We hope more completely 
to express our feelings during the visit of Congress members to the 
Campidoglio, but it is also appropriate that the work of the Congress 
should be preceded by our greetings of welcome. 


Indeed, on this occasion our municipal authorities feel not only this 
spontaneous cordiality which they extend to all who choose Rome as 
the seat of their meetings and their deliberations — just as the whole 
city welcomes with open arms all its visitors— but also a special 
interest, for our communal administration only a few months ago 
subscribed to the principle of civic programming and has already 
completed a series of preliminary operations for the reorganisation of 
structures and for programming of activities at the level of its own 
administrative organisation. 


For this reason your work will attract from us not only the friendly 
attention of the host and the interest of the student, but also the 
practical interest of an administrator who has to make immediate use 
of the theoretical findings of the Congress. 


There can be no doubt that the public enterprise, especially within 
the framework of a view of life and of economic affairs, that is infused 
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with the principles of liberty, has a function which is not only essential 
in itself, but which is also a necessary prerequisite of all effective 
possibility of progress and true harmonious development, And it is 
also obvious that the very structure of the administrative machine, 
either at the national or the local level, must eventually be affected by 
the public enterprise; for the administrative machine has. necessarily a 
close connection with the functioning of these enterprises that them- 
selves depend on, and are an integral part of, its structure, which must 
therefore be influenced by the characteristics, the needs, and the rhythm 
of development in a true enterprise, properly so-called. 


Indeed, the Commune is thought of, here, as the largest of the 
civic enterprises, the great Company which unites within itself all the 
possibilities for the work and prosperity of the families who live under 
its aegis, for all productive activity and for the future resources of all 
citizens. This great Company, whose works and whose aims condition 
and guide, albeit in a discreet way and without irksome meddling, the 
undertakings of smaller groups who live and work in the city, is divided 
in its turn, for the purpose of achieving particular aims in the public 
service, into a series of enterprises that are either municipally owned, 
or controlled, in various ways, by the municipal authority. 


How then can we not be aware of the fact that the formulation of 
a general long-term programme, given concrete form in a series of 
plans for different sectors co-ordinated amongst themselves, and put 
into action in accordance with certain choices as regards priorities, 
linked to the unitarian vision of the Commune, represents an indis- 
putable need, the fruit more of practical necessity than ideological 
prejudices, whether these be of political nature or linked to economic 
doctrine? 


Ladies and Gentlemen, 


We are hoping to find in your studies and in your experiences all 
the- suggestions and practical hints that can facilitate our task and; 
at the same time, we hope to be able, through the contact that you 
will have with our national problems, with the solutions that we are 
trying to find for our particular dilemmas, to offer to you all, in that 
spirit of communion of ideas and unity of strength which is the mark 
of the learned community, our contribution to the theoretical and 
practical development of collective economy, for a better future, in 
liberty and justice, for all the people of the world. 


And with these sentiments which in the name of the municipal 
administration and in my own personal capacity, linked as I have 
been to you in long collaboration, I present best wishes for BEER 
and constructive work, 
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Address by Mr. Roberto TREMELLONI, 


Minister of the Treasury, 
President of the Italian Section of the ICRICE 


As Chairman of the Italian ICRICE, I am pleased to offer a warm 
welcome to the delegates to the Sixth International Congress of Col- 
lective Economy. 


Our meeting — which follows others of great significance concerning 
the study of problems of public interest, to which ICRICE has devoted 
itself-—is centred on a theme which is an extremely topical one in 
the world as a whole: that of the service of economics to mankind, 
and especially economic planning. 


The question that the whole civilised world is asking today is: 
what,— in an increasingly complicated network of decisions made by 
complex units endowed with the power to make decisions —is the 
form of organisation necessary so that the creation of economic 
resources may be continuous and expanding? And how can these 
resources be effectively exploited giving a higher yield, in the service 
of mankind? There are problems to be solved of firstly, a technical 
nature and secondly, of determining the tempo, the method and 
attainable targets, so as to satisfy this demand. The world is tackling 
these problems by various plans which vary in their scope, methods 
and time, and which are more or less acceptable. But it appears that 
today the world is to a great extent in agreement on tackling these 
problems with a more far-sighted and co-ordinated vision, 


It is, first of all, a question of a series of organisational aspects 
which, due to the methods which are the result of advanced techniques 
and of the growing part played by scientific research, strengthens the 
possibility of making calculated and, therefore, more conscious deci- 
sions. But it is also a question of a political trend which takes account 
of certain collective aspirations which are now firmly established in 
the civil conscience of the world, and of the need for a fundamental 
balance in the growing complexity of interests which are appearing 
in a modern society. Present-day society ledves nothing to chance, 
nor to the spontaneity which is necessary in order to achieve a balance. 
It wants to get to grips with the main theme, which is its own maximum 
efficiency, by way of planned routes. 


To make the myriad of choices always more carefully considered, 
conscious and opportune, so that the totality of aims should not be 
painfully incompatible, contradictory, time-wasting or obstrutive; to 
increase the contribution of collective rational decisions and ask for 
the minimum possible contribution to the liberty of everyone; to create 
harmony between aims and the means of achieving them. 
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e There exist today political and technical points of view which 
are more easily affected by the multiplicity of factors in play, which 
enables their value to be assessed with more accuracy, and their 
functions, as well as the interplay of other elements, to be known. 
They are more likely to achieve the best combination of the various 
elements; these points of view afford greater possibilities for study 
and forecasting which are more vast in time and dimension than in 
the past. AIl this utilises and does not ignore the variety, creative 
thought and inventive capacity provided by the huge storehouse of 
human brains, which avoids sacrificing the heritage of human resources 
to technocratic myths, and maintains a system of limits which regulates 
and improves democratic institutions. 


Today systematic planning is considered to be, at any level, the 
form of organisation which is necessary, and the only one capable 
of dealing with the urgent question to which I have previously referred. 


This Congress will, I believe, tackle its work of objective research 
in such a general frame-work, and you will hear eminent speakers. 
There will be a vast and well-ordered programme of problems to be 
discussed and experts from 22 countries will participate. /CRICE 
could not have chosen a better time and subject to be discussed and 
I feel bound to add that we are pleased and honoured that this Italian 
city has been chosen. 


Italy has, in fact, been carrying on more detailed research and 
experiments for some time in this field. During the last year, in 
particular, she has made, by means of a long series of reports and 
meetings and through co-operation between scholars, industrialists 
and politicians, a particularly vast and relevant contribution to the 
main technical, economic and politico-social aspects of the planned 
programme, 


But if these subjects are of renewed interest to we Italians, they 
are no less important for the neighbouring countries which are largely 
and authoritatively represented here. 


This applies to France, which amongst the Western countries has 
made one of the most notable experiments in systematic planning, as 
regards its duration — which has lasted since the war— and for the 
results obtained. It was quite natural, therefore, that it was on this 
country that the greatest attention of scholars and experts was fixed, 
whose interest was so greatly attracted by the impressive and so much 
discussed form of organisation of concerted economic planning. 


It also applies to Great Britain, where a body has recently been 
established for economic planning formed by representatives of the 
Government, the more important economic interests and trade unions, 
and where steps were taken for the reorganisation of the administra- 
tion of the country’s finances. 
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It also applies to Holland, where greater attention has found 
research fo: economic models more likely to permit a national planned 
programme to be set up, which research has made famous a whole 
group of economists and econometricians, 


It applies too, and this should not appear strange, to the United 
States, in which country authoritative voices have pointed out the need 
for a more complex form of co-ordination of action by public and 
semi-public bodies. Moreover, this country has given us—and it 
should not be forgotten — impressive information on group or single 
enterprise planning. Finally it applies to those under-developed 
countries with areas of insufficient development — India is a good 
example — whose efforts are aimed at finding the best way of using 
their scant resources in a programme of national and regional planning, 
through the help of organisations with many tasks to perform, from 
those of firancing and promotion, to those of carrying on businesses, 
to which scholars of other countries are devoting a more lively interest. 


We are confronted by a complex of research, experiments and 
achievemen:s that, however much they may differ from one country to 
another, indicate the present importance of the theme and the exciting 
completeness of the studies which have been made, 


The whole infrastructure of an organised society has been — for 
many years — the object of interlaced studies made in various scientific 
fields, with the aim of achieving its perfection in all national 
economic systems; and we must welcome this impassioned and co- 
operative contest as being fortunate. 


But if the planned programme for companies raises the need for 
that of a rational economic system, that of States poses the problem 
of the search for acceptable comparisons and supra-national co- 
ordination. It is now penetrating the consciousness of everyone that 
there cannct be islands of happiness or misery in a world which is 
becoming more and more one. Prosperity is as indivisible as the 
peace of tke world, and international disintegration is as much to be 
feared as war. 


The object sought after is, therefore, that of making possible not 
only continuous progress for the benefit of all within national economic 
systems, but also to make one out of many and many out of one, 
whilst allowing for the unrestricted development of the human per- 
sonality of each citizen of the world. 


There is only one argument for the Congress to discuss and although 
the multiplicity of its aspects presents us with quite different problems, 
it is to be considered without losing sight of this principle. However, 
the three spheres of operation of the planned programme — at company 
level, at the level of the national economic system and at the inter- 
national level — present to us a series of institutional methods, rela- 
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tions, means of implementation and reciprocal restrictions which, in 
economies which are free and eager for widespread integration, like 
those of the Western world, present a complex of subjects which is vast 
and arduous for the scholars taking part in our Congress, not to 
mention our industrialists and politicians. 


Such ideas involve, on the one hand, the search for a technique and 
instruments for planning in the various sectors and in the various 
dimensions of the system, and on the other hand also the search for 
acceptable targets and limits in each type of decisive sector. It involves 
therefore, at the same time, the effort of research and the concerted 
action of technicians, econometricians, industrialists, sociologists and 
politicians. It involves, moreover, the now widespread conviction that 
the area propitious for economic rationality is wide and has to be 
explored so as to arrive at complete knowledge, but at the same time it 
is not unlimited; and that the degrees of coercion must be carefully 
considered so as not to override any critical points. Finally, it involves 
a social cost and profit which are not just material and which have 
to be compared constantly when the work of correcting undesirable 
trends is being carried out. 


We are perhaps moving towards new forms of organised inter- 
national co-operation, assured by institutional methods that technology 
and science are seeking and which experience is slowly testing and 
classifying within their outer limits. We have to pursue that object 
which is sought after with increasing interest. 


We are trying to combat isolationism, we are seeking to achieve a 
form of conscious balance and world-wide stability within progress. 
We are resisting forces which seek to disintegrate and we are exploring 
avenues of increasing integration amongst national economic systems, 
and within these same systems. In such frameworks scholars in public 
economy have — perhaps for the first time in human history — a fecund 
field of exploration, of observation and of constructive inventiveness. 
And it is to such a fruitful excavation that our Congress will certainly 
bring an important contribution. Science and technology must be faithful 
and willing servants of mankind to a greater extent than ever. 


I hope, therefore, that our meeting will bring the expected and 
stimulating tribute to these important considerations. I should also like 
to add that the large representation at this international meeting, the 
authority and ability of the delegates, whom, I would here and now 
like to thank very warmly for having kindly accepted our invitation, 
constitute a reason for profound faith that such a contribution will be 
expert, conscious and positive, in the interests of men of our generation 
and of those to come. ` 
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Address by Mr. Maurice DELBOUILLE, 


President of the ICRICE 
Professor at the University of Liége 


I do not think anyone will disagree with me if I begin by congratu- 
lating our association on the appropriateness of its decision to hold this 
meeting, at which it will consider the subject of “The organisation of 
the economy in the service of man”, in the illustrious City of Rome. 
Rome is not only the capital of the most beautiful and most living of 
all the countries in the world but also the brilliant and generous 
mother of the civilisation which has held sway over Europe since the 
beginning of the Christian era and has since gone on to vivify and 
leave its mark upon the whole of the Western world. 


. No thinking person any longer questions the need to organise the 
development of economic activity in each region, in each country, and 
even within the broader frameworks of Europe and the whole world, 
on the basis of research and studies carried out with the aim in view, 
not of channelling maximum profits into the pockets of a few, but of 
providing a livelihood for the greatest possible number of people. The 
reactions and changes in economic conditions to which technical pro- 
gress is everywhere giving rise are so strong and so dangerous; the 
volume of production and the size of markets are increasing so rapidly; 
and the disequilibrium existing in the world today on account of our 
powerlessness to meet the elementary needs of the masses everywhere 
and of the irresistible upward surge of the new developing countries 
is so grave that such organisation has become essential for the future 
of mankind. Another factor is the unwritten law which lays a duty 
on every one of us to seek the safeguard of his own security by putting 
an end to the hardship suffered by others. Here we are faced with a 
choice. Are we to have a directed, guided, programmed and planned 
economy or simply a carefully studied, balanced, concerted and 
enlightened one? Whatever the degree of organisation may be, and 
regardless of the strictness or the flexibility of the methods of organ- 
isation adopted, the paramount consideration is always clearly that 
of meeting the requirements of the collectivity — that is to say, the 
real needs of every citizen. 


Western society today fully recognises that it has a duty, when 
devising and applying methods of controlling the economy, always to 
safeguard the rules of democracy and in so doing to ensure that the 
necessary co-ordination and subordinations are accompanied by free 
and unrestricted comparison and discussion of doctrines, motives and 
subsidiary aims. 

As democracy spreads to the social and economic fields it becomes 
imbued with the aim of translating into reality the ideal and the noble 
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ambition of serving mankind by satisfying man’s vital needs and thus 
providing the best possible guarantee of freedom for the human spirit. 
This is our goal too, and in pursuing it we are sustained by the 
certainty that, once they understand sufficiently the basis and the 
structures of an economy designed to provide services instead of for 
the pursuit of profit to the exclusion of all other aims, the majority of 
people will realise how the economy can be placed in the service of 
man. 


It is particularly appropriate that a congress dealing with this 
subject should have been convened in Rome. 


Firstly, the magnificent example which Italy has given to the world 
by conceiving and applying original and daring measures to attain 
her rightful place in the industrial expansion of the new Europe and 
to bring new life to those of her provinces least favoured by nature, 
the success of which has attracted universal admiration, is well known 
to all of us. It is gratifying to observe how the public authorities in 
Italy have contributed to and accepted their share of responsibility 
for the decisions taken and the great efforts made to achieve the striking 
expansion which has taken place in the national economy. 

This alone would be sufficient to justify the holding of the ICRICE 
Congress in Rome this year. 

I, however, suggest that if we look more closely at the subject 
which we are to discuss we shall find a less obvious but deeper reason 
why the place where we are to hold our discussions is particularly well 
suited to the subject to be discussed. 


All of us certainly remember that the civilisation to which we belong 
came into being when Rome succeeded in reconciling the traditions of 
the culture of the ancients and the moral precepts of Christianity. 

In his address of welcome to the Vienna Congress two years ago, 
Mr. Adolf Scharf, the President of Austria, stated that, if one compared 
conditions today with those obtaining in the past, one could see that 
decisive progress had been made and that the humanistic conception of 
the world had established its supremacy and become the basis of 
sociological and political thought. He also said that collective economy 
owed the most valuable part of its strength to the fact that it was 
based on humanistic considerations. 

Our Director, Paul Lambert, who is also my colleague and friend, 
made the following statement in his closing speech at the same 
Congress: “In the. trade unions we are daily concerned with the 
condition of the workers; in the co-operatives we supply foodstuffs, we 
build houses, we process agricultural produce, we buy machinery which 
will enable small family firms to increase their productivity; and by 
means of public undertakings we transport passengers and goods, we 
smelt iron and provide credit facilities; all this is not because we feel 
we have a particular bent for business, but because we want, as far as 
we can, to make sure than human beings shall no longer be the prey of 
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demoralising doubts about where the next meal is coming from, so that 
they can fully develop all that is best in them, their moral and intel- 
lectual potentialities; in other words, so that they can develop into 
human beings in the fullest sense of the word.” 


What place could be more appropriate than Rome—the city to 
which persons who have set their hopes in a civilisation in which the 
love of one’s neighbour and the determination to attain a better know- 
ledge of man and the world in which he lives can be fruitfully associated 
are continually meeting for purposes of study or meditation-—to take 
up this idea again, to examine it in greater detail and to show in what 
way it is the principal factor underlying all our work? 


Admittedly, we are primarily concerned with the bread of the 
poorest; but for many years one of the teachings of Rome has been 
that the bread of the poorest must for every one of us be the most 
sacred of all. 


It is now my pleasant duty to offer our thanks to our Italian hosts 
for their deeply moving welcome and to tell them that we know how 
much we owe today to the kindness of the Government, to the generosity 
of the City of Rome and, above all, to the exceptional devotion of our 
Italian friends. I should like in particular to say how much we appre- 
ciate the wisdom and enthusiasm of Roberto Tremelloni, a Minister in 
the Italian Government and the president of our Italian national section, 
and the faithful and active friendship of Mr. Alberto Mortara, the 
delegate of the Italian national section to the Council of the ICRICE. 
I am sure that you will have no objection to my expressing the gratitude 
of the Centre to the persons who agreed to prepare the introductory 
papers for this Congress and to my bidding a hearty welcome to all the 
many friends of this association who have come here to take part 
in our work. 


Since the Vienna Congress the ICRICE has suffered severe losses. 
(The delegates rise.) I regret to have to announce the death of Paul 
Ramadier, that great statesman who was chairman of our French 
national section, and that of Dr. Julius Brecht, a former chairman of 
the German section. 


They were cherished friends and worthy colleagues; the ICRICE 
was honoured by the devoted assistance they provided. Their memory 
will always be with us. 


(The Congress observed a one-minute silence.) 


Having thus paid tribute to those we have lost, we shall now 
resume our labours with unshakeable fidelity to our common task and 
closely united, as we have always been, behind our incomparable and 
well-beloved leader, our honorary President, Professor Edgard Milhaud, 
the founder of the Centre and of the Annals of Collective Economy and 
the moving spirit behind both. I take the liberty of telling Edgard 
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Milhaud how much we appreciate his presence at this Congress, which 
is dedicated to the discussion of the ultimate aims of collective economy, 
and remind you of the fact that it was he who proposed its main 
theme. Let me also tell you how delighted he was to learn that Rome 
had been selected as the meeting place. He was brought up in the 
classical tradition and throughout his life has been inspired by the 
most limpid of humanisms; he has never forgotten the words of the 
poet who said that “Rome alone can resemble Rome”. : 


He will certainly approve — and I hope you will not hold it against 
me-—iî I deem it appropriate to recall here: the tribute once paid to 
Rome by one of the spiritual heirs of its genius — one of the itinerant 
clerics of the Middle Ages, who used to travel all over Europe pro- 
moting thought and art; they were “enfants terribles”, joyful and cruel, 
but clear-headed and free; they probably sang Latin verses about wine, 
youth and love, but at the same time they enthusiastically and bravely 
propagated a belief in principles which were eventually to become the 
basis of our modern civilisation. In conclusion, then, with your 
permission, I will repeat the words with which this wandering tenth- 
century poet paid due tribute to the noble City of Rome, the ruler of the 
world and the city of cities, stained red with the blood of her martyrs 
but nevertheless white as the purity of her children. 


O Roma nobilis, Orbis et domina, 
Cunctarum urbium Excellentissima, 
Roseo martyrum Sanguine rubea, 
Albis et virginum Liliis candida, 
Salutem dicimus Tibi per omnia. 


Address by Mr. Ch.-H. BARBIER, 


Director of the Swiss Union of Consumers’ Co-operatives (U.S.C.) 


The Names of the Delegates 


I have the particularly pleasant task of extending the thanks of the 
delegates and other persons present at this Sixth International Congress 
on Collective Economy to its organisers. 


The organisation of a congress means a lot of work for a lot of 
people, and for some it is for months an unending source of anxiety 
which gradually works up to a climax, taking up their nights as well 
as their days during the last weeks before it starts, We all know that 
first-class administration and smoothly running machinery are not 
sufficient to establish the conditions essential for success; in addition 
io all this, one needs the presence of individuals with a sense of 
responsibility and a willingness to bear the burden thereof. 
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Our Italian friends have accepted and borne this task, this anxiety 
and this responsibility in an admirable fashion. From the very 
beginning they succeeded in arousing very considerable interest 
throughout Italy in the Congress which is beginning today. One has 
only to look through the list of patrons; there are seven Ministers, the 
Presidents of the two Houses of Parliament, the President of the 
Constitutional Court, the President of the Court of Cassation, the 
President of National Economic and Labour Council, the rectors of two 
universities — the list is too long to read in full here. In addition, a 
very signal honour has been bestowed upon this Congress; the Pre- 
sident of the Republic himself has extended his patronage to our work. 
We attribute this honour to the subject and the purpose we have 
chosen — the organisation of the economy in such a way as to direct 
it effectively towards the service of mankind. 


I therefore wish, on behalf of you all, to express warm, heartfelt 
and sincere gratitude to our friends in the Italian national section of 
the ICRICE. 


It would be invidious on my part to name particularly worthy 
objects of our gratitude. Nevertheless, I would like to make special 
mention of two working groups and two persons, namely, the organising 
committee and the executive committee, Professor Roberto Tremelloni, 
the chairman of the organising committee and of the Italian national 
section (and, incidentally, the Italian Minister for the Treasury) and, 
lastly, Professor Alberto Mortara, the Secretary-General of the Italian 
national section. Both of them have devoted themselves unremittingly 
to the organisation of this Congress. In particular, Mr. Mortara, in 
his own inimitable way, has been unceasingly at work, dealing with 
one problem after another simply and effectively with a mixture of 
exquisite politeness, firmness and perseverance so typical of him. 


The organisation of this Congress was certainly not an easy task. 
It is the sixth in the series, and our Italian friends could not lose sight 
of the fact that each of the first five proved an even greater success 
than the previous one. The first Congress, held in Geneva in 1953, 
was a modest enough beginning; today we can look back on it nostal- 
gically and with some amusement and pity at the improvisation one 
encountered everywhere, However, the next meeting, held two years 
later and organised by our Belgian friends, was a completely different 
story. Then came the Congresses in Paris and Belgrade. Then came 
the 1961 Congress in Vienna; the Austrian national section prepared 
and organised it so methodically and so meticulously and were so 
generous to those present that we were tempted to conclude that the 
summum nec ultra of perfection had been reached. 


Now the next Congress has met; a miracle has taken place; the 
preparation, the methods and the organisation of the Congress and 
the generosity of our hosts are lacking in nothing in comparison to 
what we experienced in Vienna. 
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. The miracle has been achieved not only in the general organisation 
of the Congress, the provision of documents and the planned meetings, 
but also in the excellence of the programme of excursions organised 
for the ladies and the activities and entertainments offered to us which 
do not form part of the Congress itself. All this has been accomplished 
thanks to the efforts of our Italian friends—to the immense trouble 
to which they have gone on our behalf; but it has also to some extent 
been achieved thanks to the perfect co-operation which has always 
existed between them and the machinery of the international Centre; 
in this connection may I recall in particular the support they have 
been given by Professor Maurice Delbouille, our President, and Pro- 
fessor Paul: Lambert, our Director. 


From the bottom of my heart I thank you once again, I ‘Shall never 
be able to thank you enough. 


Address by Mr. Codacci PISANELLI, 
Minister in Charge of Relations with Parliament 


I have the honour of presenting the greetings of the Government 
of Italy to his Worship the Mayor of Rome, to the Honourable 
Members, to. the Municipal Representatives, to the professors and the 
students, who are today gathered for the opening of the Sixth Inter- 
national Congress on Collective Economy, which Italy and Rome are 
truly happy to have the opportunity to welcome. 


The estimable introductory papers of Professor Saraceno, Weisser, 
Rosenstein-Rodan, Uri, Dantwala, Tinbergen, provide the best possible 
preface for the present meeting and make it easy to predict that the 
work it performs will be of the greatest importance: in the name of 
the Italian Government I present best wishes for particularly fertile 
activities at this Congress. 


The Congress takes place at a time when our Government intends 
to shape and perfect a new instrument suited for modern times, a 
particularly vital need for our country because of its plans for economic 
programming. 

Intervention in the economy by the State and by public authorities 
in general is becoming more and more intense, but it always has the 
aim of organising the economy in the service of humanity; that is to 
say collective economy does not necessarily imply a concession to that 
collectivism which loses sight of the human personality. 

The remarkable Italian economic recovery can be explained by 
reference to two fundamental principles that have been followed since 
it began: 
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(1) that private enterprise should be allowed to operate in the greatest 
possible measure in economic relations, whether domestic or 
international; 


(2) the second principle which is an integal part of the first: that there 
should he public intervention in all those cases in which lack of 
productive capacity and, especially, low standards of living call 
for direct intervention by public powers. 


Today in all sectors of the economy public action must take on 
tasks — and also be in possession of means of action — which are so 
vast that there is nothing comparable to be found in the past. 


Today as never before the coexistence of these two driving forces 
which characterise the direction that Italian policy is taking, is of 
vital importance if we wish to continue that rhythm of progress which 
we have achieved up till now, just becauses we have followed these 
principles. 

But it is precisely at this point that, just because of the remarkable 
progress already achieved, it becomes more and more urgent to draw 
tip an economic programme, and to provide for the Government an 
instrument which is suitable for the present contingencies: economic 
programming, 

In order to continue the system which we have, retaining all our 
positive aims, we need now to integrate our political initiatives, to 
achieve results which corresponds to the desires and expectations of 
our citizens. To achieve an ordered development of the whole system, 
we must bring into being a larger and more systematic organisation. 


V. PRESENTATION AND DISCUSSION 
OF THE REPORTS OF Mr. SARACENO, 
Mr. WEISSER AND Mr. ROSENSTEIN-RODAN 


PLANNING IN PUBLIC UNDERTAKINGS 


by Professor Pasquale SARACENO, 
General Manager of IRI, Rome 


1. Among the growing number of organized human activities to which 
planning keeps extending, industrial production is one of the earliest 
where it became firmly established — so much so that planning has 
become the hall-mark of modern. entrepreneurship. Now, if we consider 
planning at the level of the firm, we find that it largely responds to 
needs and leads to organizational forms which are common to private 
and public enterprise alike. It may be useful, therefore, to clear this 
common ground first, before turning more particularly to those aspects 
of planning which are peculiar to firms in the public sector of the 
economy. , 


It will be enough for our purposes here to make no more than the 
following brief reference to the familiar consequences of technological 
and organizational progress for industrial production and management 
in its present institutional framework: 


(a) The unit size of plant tends to be large and its gestation period 
(from blueprint to normal operation) long. For this reason capa- 
city changes are decided upon and carried out well in advance of 
the demand they are to satisfy. 


(b) Production processes are highly mechanized — which, on the one 
hand, narrows the range of products and feasible processes and, 
on the other, sharply raises the proportion of fixed (installation 
and operating) cost in the total cost of production. 


(c) With large outputs in the time unit, industrial production has 
become closely dependent upon regular supplies of considerable 
quantities of raw materials, parts, etc. (for which the firm relies 
on a chain of complementary producers both at home and abroad) 
as well as upon regular outlets for the product, which is often 
distributed over very wide areas indeed. 
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(d) In the organization of the firm, the principle is differentiation of 
functions and duties with a view to far-reaching decentralization 
of decision-making. As firms expand, this often leads to the well- 
known form of a group of companies governed by one sole eco- 
nomic subject and interlinked by more or less close technical and 
economic complementarities. 


(e) Management methods .tend more and more towards the use of 
scientific knowledge and techniques in all fields: technicians multiply 
and assume key positions in the over-all direction of the firm, while 
at the same time the mechanical and/or electronic collection and 
processing of data greatly accelerate the flow of information on 
the basis of which decisions are taken at various levels in the firm. 


(J) Markets, generally speaking, are highly dynamic, mainly under the 
impact of the rapid technological and organization progress of 
which industrial enterprise itself is the protagonist, but also under 
the influence of government intervention of various kinds, involving 
economic policy measures to improve the mechanism of domestic 
and international competition and to maintain the conditions of 
steady and balanced economic development. 


Given the tendencies described above, the modern firm has recourse 
to planning as the most rational method by which to face the greater 
risks and more complicated problems of industrial production and, 
at the same time, to exploit to the full the profit opportunities open to 
the individual firm. 


The loss of flexibility implied by the factors listed under (a), (b) and 
(c) above is indeed best offset by planning, in so far as it systematically 
widens the time horizon of the firm-— in the sense that its expectations 
and objectives are projected as far forward as possible so as to allow 
of the most economica! use and development of the firm’s resources. 


Planning is also the best solution to the problem of the over-all co- 
Ordination of the numerous interdependent administrative and decision 
units which make up the firm; for planning is, at one and the same 
time, an instrument of unified direction for decentralized activities, a 
means of mobilizing the co-operation of all managing staff in the 
formulation of a coherent plan of action, and a reference base for ex 
post checking of performance at various levels. 


Finally, the need to have at hand a stable and fairly large core of 
highly qualified personnel, and especially of staff competent to assume 
managerial and entrepreneurial functions, forces the modern firm to 
adapt long-term planning in the specific field of personnel selection and 
training. 

Because planning is a systematic and continuous process which 
feads to periodic adjustments at intervals suitable to the various levels 
and types of the firm’s activities, the formulation of a programme is 
the best means for the timely adaptation of the firm’s policy and 
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organizational structure to changes in technology, markets, and the 
institutional and social framework. This is the way to reduce such 
risks and obstacles as may compromise the profitability of the firm and 
at the same time to make quicker, and therefore better, use of more 
opportunities. 


It is easy enough to understand, in these circumstances, why 
planning has become so important in industrial management and why 
it absorbs so much of the time and energy of the firm’s executive and 
specialized staff. Concurrently, programming techniques have greatly 
improved with study and experience; we now have more rational ways 
of formulating a plan, thanks, in part, to new mathematical methods 
and to the enhanced possibilities of modern calculating machines and 
computers. 


2, Like any other activity of the firm, planning demands the solution 
of particular organizational problems, and, again as for all other 
functions, the growing size of firms has made it advantageous to 
specialize and at the same time to subdivide the planning tasks 
assigned to staff at various levels within the firm. 


Thus we can distinguish different stages of planning, according to 
the level of decision centres enjoying different degrees of executive 
responsibility within the firm. At the top level of the firm’s manage- 
ment we naturally find responsibility for the definition of over-all policy 
in the long-term view; this implies in particular: 


(a) the choice of one or more fields of activity, with its repercussions 
on the degree of specialization or vertical integration or diversi- 
fication in technically non-complementary fields; 


(6) the definition of long-run objectives in terms of the level of activity 
in various sectors and possibly in various areas (e.g. the domestic 
market or export); 


(c) the formulation of long-run policies regarding some functions of 
key importance for the firm; these functions (e.g. pure and applied 
research, sales promotion, management, training, labour relations) 
may vary according to the firm’s size or sectors of activity; 


(d) the determination of the over-all volume of investment required by 
the planned activities as the basis of tentative financial pro- 
gramming over several years ahead. 


Together, these decisions define, as it were, the strategy of the firm’s 
development; they derive their strategic character from the width of the 
time horizon, from the consideration of certain aspects which are not 
strictly economic or measurable, and from the influence these decisions 
have on the firm’s long-run earning capacity and growth prospects. 

Subject to this over-all strategy more detailed planning then takes 
over at various lower levels of the firm. Here planning is in each case 
limited to the sphere of action of the relevant decision centre, according 
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as it may be responsible for separate sectors, functions, markets, ete. 
These centres may be departments, services or other units within one 
juridically unitary company, or they may be separate and juridically 
autonomous companies belonging to one and the same group. 


The programmes drafted by these decision centres are limited not 
only to specific spheres of competence, but also to more or less brief 
periods within the long-run perspective of strategic planning; there is, 
therefore, a process which, starting from the bottom upwards, enables 
the top decision centre to make over-all plans also for shorter — gener- 
ally annual-— periods and so to lay down intermediate objectives and 
to adopt corresponding investment and financing programmes. This 
breakdown into shorter time units also provides an opportunity for 
the periodic revision of the long-term plan and makes it possible to 
adapt the firm’s strategy quickly to changes in internal and external 
conditions. 


Needless to say, the degree to which the organizational structure 
of planning fits any particular firm’s specific characteristics (size, field 
of activity, staff abilities, etc.) is, like in any other well-ogganized 
activity, an essential help in improving efficiency at all levels, ‘because 
both decentralized tactical planning by subordinate centres and top- 
level strategic planning can then together yield better over-all results 
than the sum of results achievable separately. This is the reason why 
firms pay growing attention to the problems of the organizational 
structure of planning. These problems are today conspicuous in the 
mind of the highest execuitves, especially in large concerns — which: 
is the category to which modern public enterprises normally belong. 


3. As has been noted at the beginning, the problems of planning 
which the public firm has to face are in large part similar to those 
described so far, which apply to any kind of firm. Nevertheless, in 
public firms planning also has certain peculiar characteristics and 
functions which reflect the purposes and principles of government 
activity in the field of production. 


There can be no two opinions about the fact that oder govern- 
ment, when it enters the field of production for the market, does so 
not for the sake of earning a profit to swell fiscal revenue, but for the 
sake of achieving some public purpose laid down by political authority. 
The public firm therefore always remains an instrument at the service of 
government and it discharges this service by achieving such objectives 
as it may be assigned from time to time. 


. In considering the particular characteristics of planning in public 
enterprise, it is necessary first of all to distinguish the different object- 
ives pursued which influence the conditions in which public firms 
operate. For the purposes of our analysis we may divide firms in the 
public sector into two categories: 
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(a) firms concerned with public utility services (transport, communi- 
cations, electric power, gas, water supply, etc.) and operating in 
conditions of virtual monopoly; 


(6) firms operating in other branches, especially manufacturing indus- 
try, in competition with private enterprise. 


The distinction is important from the point of view of the relation- 
ship, which establishes itself between the firm’s planning activity and 
the guidance and control exercized by government authorities. 


4, Firms of type (a) in effect enjoy a monopoly position, which they 
owe largely to the nature of their field of activity; furthermore, they 
supply services which either satisfy such fundamental needs that it is 
considered politically desirable to try and extend them to all members 
of the community, or else are used as means of production in a wide 
range of activities and on a large and growing scale. 


In these circumstances government can use public firms for a number 
of purposes, such as: 


(a) to :eliminate private monopoly, in case it proves impossible for 
public authority to establish effective control over a monopolistic 
concessionaire’s conduct of business; 


(6) to increase efficiency by merging dispersed and unco-ordinated 
private companies operating in such sectors as telephone services, 
electricity generation and distribution, etc.; 


(c) to provide essential community services in cases where there is 
no private enterprise to do so. 


Public purposes may also require such pricing that total receipts 
fall short of total production cost. Examples are political prices applied 
to the benefit either of specified consumer groups (e.g. those in the 
lowest income brackets) or of specified production units (e.g. to attract 
certain economic activities to particular locations). 


Another reason why the fees and prices charged by publicly owned 
utility companies sometimes do not cover cost may be that capacity is 
expanded well beyond current demand, so as to guard against supply 
failures even in only remotely possible circumstances. In this case the 
public firm deliberately assumes the ‘risk of excess capacity, which 
private enterprise may, and indeed will, refuse to accept whenever it 
appears more costly than the opposite risk of deficient capacity; but 
the public firm takes into account the widespread social losses implied 
by even a temporary failure of public services and fashions its invest- 
ment policy in such a manner that it occasions the community the least 
total — direct or indirect — cost. 1 


1 There are also types of government activity in other fields which, although 
potentially of great importance for economic development, are governed by political 
considerations of a broader nature. Cases in point are certain branches of scientific 
research and development where military and/or scientific interests override all ques- 
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So far as government-controlled public utilities are concerned, then, 
political authority lays down a number of compulsory directives which 
are binding on the firm’s management. These directives may range 
from an outright prohibition to engage in any activities outside the 
specified services to the requirement that certain price schedules be 
applied, certain supply conditions maintained, or certain quantitative 
targets achieved in defined areas. In so far as any of these directives 
occasion additional cost or curtail receipts, a corresponding subsidy 
will have to be paid the firm from budgetary funds. 


Government control of public utilities as such does, of course, 
nothing to remove monopoly in the supply of these services. In the 
absence of the competitive market’s automatic whip and rein mechanism, 
public firms of type (a) always have the problem of how to find other 
means by which to achieve productivity levels comparable to those a 
free market would impose. There is a double danger here, because, in 
any event, a public firm is more than a private one exposed to the risk 
of inertia and inefficiency, which might ultimately cost the users ‘as 
much as the monopoly profits which public ownership is supposed to 
eliminate. | 


5. Turning now to public firms of type (b), it is obvious that their 
relations with the government have many rather different aspects. As 
mentioned before, production in the public sector may take place in 
this case in a situation of normal competition. — sometimes indeed just 
because public firms are in the market. In that case the government’s 
purpose is precisely to enable the market mechanism to work more 
effectively. 


In this connection there is an important distinction between new 
public ventures and the take-over of existing private companies. The 
latter case is typical of advanced industrial countries, whereas the 
former is more often found in under-developed countries, though by 
no means excluded also in industrial ones — for example, for purposes 
of regional development. 


When a public firm is set up for a new industrial venture, it enters 
a situation in which for some reason or another private investment 
incentives do not work.. Typical cases are: 


(a) existing private enterprise may lack the capital or organizational 
capacity to start up even such new ventures as promise normal 
profits in the future; 


(b) certain ventures may have no profit prospects at all, at least for 
a more or less lengthy initial phase, while they are, at the same 


tions of immediate profitability in the business sense. But for activities of this Kind 
the public firm is not really the rght institution and the planning they involve is 
part and parcel of the modern State’s over-all long-run policy-making. 
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time, a determining factor in creating the conditions in which 
private capital can ultimately find a profitable field; 


(c) the market may be dominated by one or a few firms which impede 
the entry of potential competitors. 


Similarly, when a public firm takes over existing companies for the 
sake, say, of industrial conversion or rationalization, ît may either earn 
its way at once or else have to go through an initial period of losses, 
while the advantages of the operation work themselves out in the 
broader economic field (by obviating the under-utilization of existing 
social overhead capital, and of privately financed plant and trained 
manpower resources) as well as in the social field (by providing local 
employment for labour of low mobility). 


In all these cases the government competes with existing or potential 
rivals among private enterprise. It is, therefore, clearly necessary that 
the public firm should have far-reaching freedom of action and initiative, 
while at the same time it must be so placed that its presence strengthens 
the market mechanism in its essential role of stimulation and selection 
of new productive ventures. 


Two elements should, in these circumstances, characterize the 
market position of public firms of type (b): 


(a) a high degree of autonomy vis-à-vis public administration; 
(b) equality of conditions vis-à-vis competing private enterprise. 


Experience, especially in Italy since the Great Depression of the 
thirties, shows that in many cases these public firm’s need for autonomy 
has led to the adoption of a juridical form (joint stock company) which 
is new to public administration. Furthermore, their autonomy has many 
facets and extends, among other things, to their legal personality and 
capital, selection and hiring of personnel and conditions of staff con- 
tracts, and the faculty to raise funds from all those sources and by all 
those financing methods that are available to private business. 


For all their freedom of action, however, public firms still remain 
an instrument of state policy and as such must be kept under the 
effective control of the government, which has to make sure that the 
firms fulfil the public purposes they are assigned. But the problem is 
to achieve co-ordination and guidance in such a manner that they do 
not impair the degree of autonomy of management which an essential 
entrepreneurial activity must have. 


In this connection it should be pointed out that the autonomy of 
public firms has certain special advantages for the government. 


First of all, it gives the government an opportunity to finance some 
of its ventures with market funds without pledging the Treasury’s 
credit, and possibly also by methods which do not directly compete 
with the Treasury's own fund-raising. A particularly important case 
in point is the issue of shares, by which private savers take their share 
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of risk in government-sponsored ventures. The financial requirements 
of public firms tend to be large, not least because of the high capital 
intensity of the sectors in which they mostly concentrate their activities; 
at the same time, modern government also needs enormous funds to 
discharge its traditional functions in such fields as education, research, 
housing, and social services. In these circumstances the financial aspect 
of the autonomy of public firms is clearly of the highest importance. 


A second special advantage of these arrangements for the govern- 
ment is that they provide the authorities with a pool of entrepreneurial 
capacity ready to undertake tasks of industrial innovation and organiz- 
ation whenever new state ventures, often beset with difficulties, have 
to be launched for one of the reasons mentioned above. This is 
particularly important when the initial circumstances are ‘unpropitious 
from the business point of view, when new activities have to be under- 
taken in several sectors at once, or when urgent and largé-scale ratio- 
nalization or industrial conversion becomes necessary in a highly 
competitive market. 


So much for the autonomy of public firms. The second characteristic 
of their market position is, as has been mentioned, equality of condi- 
tions vis-a-vis private enterprise. To put it in a nutshell, the public 
firm must neither enjoy special privileges nor be saddled with special 
handicaps. This rule enables government to take full advantage of the 
market’s whip and rein mechanism as an incentive to maximum effi- 
ciency and innovation, in so far as those responsible for the manage- 
ment of public firms must at all times strive to get adequate returns 
from the capital funds invested — capital funds, that is, which they 
obtain mainly on the market at normal conditions or else from the 
government itself through allocations which, however, .are in the nature 
of investment rather than of unrequited budget expenditure. 


On the other hand, the public firm’s necessary preoccupation with 
its capital returns does not, of course, prevent it from being used for 
the attainment of public purpose. There is no lack of example to 
show that the latter may be fully compatible with profits, and if they 
are not, the logic of the system demands that the government should 
make up the firm’s earnings from budgetary funds. 


It cannot be denied, however, that such government subsidies do; 
er at any rate, might threaten the efficiency of public firms, in so far 
as it is enforced by their exposure to competition in the market. It is 
often difficult to measure just how much of a firm’s costs is to be 
imputed to public ends and the compensation could then easily induce 
a state of indolence in the management of public firms. 


This last consideration leads us to the wider problem of how to 
keep alive, and indeed continually enhance, the entrepreneurial vigour 
of public enterprise. This assumes key importance for public firms 
operating in a competitive market, not only because in that case man- 
agement has to be highly flexible and alert, but even more because the 
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entrepreneurial spirit and the technical and organizational capacity of 
existing public enterprise are the lever by which alone government can 
hope to launch such new ventures as the objectives of economic policy 
may require. The efficiency of public firms in this sector must, there- 
fore be safeguarded at all times, and if certain limits have to be 
observed in this connection, they are limits not so much to the absolute 
size of the firm as to the rate at which it may safely grow without 
compromising its efficiency. When growth implies the expansion of 
existing activities and/or the assumption of new ones, it is perfectly 
possible, or indeed likely, that the related organizational problems 
become unmanageable, especially in the presence of abnormal costs 
which cannot be fully covered by extraordinary finance. It is true that 
when the size of a firm grows and its organizational structure adjusts 
itself to the greater size, this also enables it to take on new respon- 
sibilities without loss of efficiency. It is equally true, however, that the 
process of growth cannot be pushed beyond the limits of such entre- 
preneurial, technical and organizational capacity as the state can 
attract. These are limitations of which every private firm, large or 
small, is acutely conscious, but which somehow tend to be neglected in 
the political context. Politicians often seem to take it for granted that, 
if only enough money can be made available, it can automatically be 
converted into an efficient productive enterprise. 


To sum up, the assignment of new tasks to public enterprise must 
remain subject to the expansion capacity of its managerial and technical 
personnel and to the overriding requirement that the development needs 
of the existing nucleus of public firms must not be prejudiced. 


6. In view of the tasks and the needs of public enterprise in a 
competitive market it is easy enough to understand why it has adopted 
also the form of industrial groups, where a number of joint stock 
companies are directly or indirectly affiliated to a financial holding 
company and where unitary management extends to a whole set of 
industrial activities which are either vertically integrated or laterally 
diversified from the technical or market point of viev. This device is 
wide-spread in modern industry; its introduction into the public sector 
is particularly helpful for the rapid expansion of public enterprise into 
new fields of activity and for accelerating the formation of managing 
personnel with experience in various industrial branches. An industrial 
group has great flexibility as regards organization, technology and 
marketing, just because it can draw on a wide range of competent 
managerial and technical staff when new problems call for solution in 
the field of production techniques, sales promotion in new markets, 
collaboration with other groups or take-overs of other companies — 
which latter involve difficult organizational problems requiring much 
experience. Furthermore, the spreading of risks which is possible in 
differentiated industrial groups enhance the credit worthiness of public 
enterprise on the capital market, by giving the group as a whole a 
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stronger position than the sum of its components; at the same time 
separate companies at different levels in the hierarchy have independent 
access to the capital market through equity issues, which greatly widens 
the sources of finance without prejudice to the controlling powers of 
the holding company. 


ftaly, as is well known, has special experience in this field. The 
Italian Government’s growing responsibilities in the country’s economic 
development have raised difficult problems of an organizational, 
technical and financial order, and the evolution of public enterprise 
has been away from the traditional pattern of specialisation in single 
sectors like railways, road transport, tobacco, etc., towards diversified 
industrial groups. These groups have made signal contributions to 
Italian economic development since the war and have proved their 
ability not only to organize and finance large-scale development pro- 
grammes in sectors already under government control (e.g. the iron and 
steel industry and hydrocarbons), but also to extend public enterprise 
into new sectors like petrochemicals, electronics, civil aviation, toll 
motorways, and others. A special point to note is that, financially 
speaking, all these results, which were achieved in a setting of growing 
domestic and international competition, required only very modest 
capital funds on the part of the State. 


Naturally the observer’s judgment on the merit of these experiences 
remains subject to his general views about the role of government- 
controlled industry as an element of impulse and discipline in a market 
economy. Misgivings and objections were, therefore, only to be ex- 
pected. There are those, for instance, who disapprove of the diversi- 
fied industrial group’s inherent freedom of action, arguing that it is 
much easier for the government to maintain effective political control 
over specialized than over diversified groups of companies. There 
are at least three valid answers to this. (a) A so-called specialized 
industrial group is specialized only from the layman’s formal, statistical 
point of view; from the technical and economic. point of view different 
metallurgical, chemical or engineering processes are as heterogeneous 
as industrial branches labelled with separate headings in the tables of 
statistical yearbooks. (b) It is no easier to control the programmes of 
a specialized than of a diversified group — the non-expert will find it 
just as difficult to understand, and hence to control, an industrial group 
assembled according to the rules of statistical classification as one 
conforming to the laws of the industrial economy. (c) Finally, and 
most important, if public enterprise failed to adopt the most efficient 
structure — and that, by all the lessons of industrial organization, is 


1 Apart from the example of IRI, the structure of which was conditioned by the 
historical circumstances surrounding its creation (when it was urgent to rehabilitate 
the great deposit banks which had accumulated large frozen investment during the 
Great Depression), there is also ENI, a post-war enterprise sel up directly for production 
purposes and not, as with IRI, originally for financial ends. 
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precisely the diversified group — it would lose in vigour and would be 
less fit to achieve the purposes for which it is intended. 


At the other extreme are those critics who reproach the publicly 
owned diversified industrial group for being an instrument of govern- 
ment intervention in sectors of production where none is called for, 
authorized or indeed expected. On these grounds they would deny 
government the right to use one of the most up-to-date forms of 
modern industrial organization. This is a weighty argument in a 
political and economic order which is, and is meant to remain, founded 
on private ownership in the means of production and where the eco- 
nomic role of government is seen as ancillary and complementary. 
But again there are answers, in particular two: (a) The very cir- 
cumstance that in our political and economic order public enterprise 
operates in the market on the same terms and conditions as competing 
private enterprise, subjects the former’s freedom of action and of 
expansion to the rules of competition — both in product markets and 
in factor markets, especially the capital markets. (6) The diversified 
industrial group is, after all, subject to political and administrative 
controls which can be used to prevent expansion beyond the limits 
which are justified by the operational requirements of a modern indus- 
trial concern or by the objectives of government’s policy. 


7. Having analysed the characteristics of public enterprise in -the 
two forms described above, we can now briefly review the salient 
aspects of planning in the two types of public firm— taking for 
granted the general technical and economic rationale of planning in all 
firms, private and public alike, as indicated in the first section of this 
report. 


While a private firm, generally speaking, plans tor profit, a public 
firm works out its programme for two main purposes: 


(a) to provide a check as to the correspondence between the firm’s 
activities and the objectives assigned to it by the government; 


(b) to ascertain the additional cost imputable to these objectives and 
the ways and means by which it can be covered from public funds. 


The public firm’s programme is, therefore, the key point for the 
effective control of public enterprise; it will, naturally, be used in 
different ways according to the two types of public firms, as described 
above, 


In public utilities, as has been noted earlier, political authority often 
lays down certain targets and service conditions. Apart from its value 
for internal co-ordination and policy-making, therefore, the firm’s pro- 
gramme will serve mainly to define the economic and financial implica- 
tions of its operating on the given conditions and their possible effects 
on public finance. At the same time, since these companies enjoy in 
effect a monopoly position, their programmes are also an essential 
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source of information which enables all interested parties (the govern- 
ment, the users, etc.) to keep a continuous check on the allocation of 
the firm’s resources. From this point of view long-term programming 
becomes a valuable means -of increasing the efficiency of public 
services — a critical problem for this type of public firm, as we have 
seen. 


: ; i PRE e 

As regards public firms operating in a competitive market, the 
translation of objectives laid down by political authority into invest- 
ment and production programmes undoubtedly requires from the firm’s 
management autonomous: decisions of much wider soope, seeing that 
they have to be related to a changing market with all its new opportun- 
ities, new rivalries and new risks. 


Here again there is a valuable information aspect. As the public 
firm acquires experience and expands its size, especially by diversi- 
fication in new sectors and markets, it becomes for the government an 
essential source of information and of suggestions for the formulation 
of new policy objectives of the modification of earlier ones. 


And finally, again as in the case of public utilities, the firm’s pro- 
gramme is the natural place for forward estimates of the nature and 
size of the financial problems involved in the planned activities, even 
though the timely solution of financial problems is by no means all 
that matters in the relationship between government and business 
planning in public firms operating in a competitive market. This has 
already been touched upon éarlier in this report. It is at the planning 
stage that there is an opportunity to make sure that the objectives 
assigned to the firm and the limitations which the government may wish 
to impose upon it do not compromise the firm’s creative and competitive 
vigour, which rests on many things other than mere financial resources. 
It is here, in the competitive sector, that the entrepreneur state learns . 
to recognize that it cannot achieve public ends merely thanks to its 
sovereign powers, but needs to take the path of well-organized entre- 
preneurial activity. It follows that the political directives given to any 
public firm must not be incompatible with the specific functions assigned 
to it. 


In conclusion one further -important aspect of planning by public 
enterprise of every type may be mentioned: as the plans are made 
known, they reduce the degree of uncertainty and unpredictability of 
all the investment decisions the market has to take; as a result, these 
investment decisions will be better informed and can be taken with 
greater ease, This, in itself, is a stimulus for activatng the markets 
economic potential furthermore, those private firms which have contacts 
with the public sector may feel induced to improve their own planning 
techniques and thereby the working. of the market mechanism. 

The public firm’s planning, therefore, serves the twofold purpose 


of ensuring effective liaison with the political authorities and oî streng- 
thening the. firm’s own corrective and impulse function in a competitive 
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economy, and it would not seem overstating the case to conclude that 
the policy of public ownership of enterprises is revealing itself not only 
as a now-generally-accepted instrument of modern and efficient man- 
agement, but also as a fundamental institution in the organization of 
the modern State; that is to say, in a State which, as a guarantee of the 
balanced development of the national community, is ready to take on 
the direct control of productive activity; but which at the same time, 
seeks to avoid the type of intervention culminating in an element of 
uncertainty in the functioning of the market and of waste of the 
resources at the disposal of the national community; but above all, 
which seeks to prevent this new zone of the public sphere escaping the 
system of control and constitutional guarantees, that are prerequisite 
and immutable conditions of a free constitution. 


The policy of public ownership is a necessary instrument for ful- 
filling these requirements inasmuch as: 


(a) it defines and delimits the responsibility of those placed in charge 
of public concerns; 


(6) it permits the relevant constitutional bodies to specify the non- 
economic ends to be pursued by the public concerns; 


(c) it provides for the estimation of the cost of such aims and for the 
provision of necessary finance in accordance with prescribed 
constitutional and administrative procedure. 


Thus it is, that the structure of free States can incorporate without 
harm a new type of activity which could be regarded, and not unjus- 
tifiably, as contradictory to their very nature. 


CO-OPERATIVE PLANNING * 


by Gerhard WEISSER, 
Professor at the University of Cologne 


There must be no mistake about the fact that co-operatives, inter- 
nationally speaking, are passing through a critical period. In some 
countries the crisis is already at hand, in others it will occur sooner 
or later. In fact, groups of co-operatives already exist which are 
growing at a slower rate than their national economies. This means 
that their share in the economic power of their country is diminishing 
while other types of undertakings engaged in their respective fields are 
developing faster. My report on co-operative planning therefore deals 
with a critical stage for co-operative undertakings. You have my 
written report on the subject question, and I can therefore restrict my 
verbal observations to stressing particular points. I see no grounds 
for pessimism, but I am convinced that much has to happen for co- 
operatives to maintain their exceptional past rate of growth when 
compared with that of the economy as a whole. 


I 


In his excellent summary of the reports, Professor Lambert wrote 
that I am more concerned with organisation than with actual planning. 
Personally, I should prefer to say that I deal with the structural 
planning of co-operatives rather than with the planning of their current 
action. The structures of co-operatives consist in both their external 
form of organisation and in the aggregate of their permanent objectives 
or what may be termed their underlying purpose. Co-operatives must, 
in fact, examine whether their structure — ie. their purpose and/or 
form of organisation — require a change in order to defend and 
improve their position in the highly industrialised countries. This 
task is all the more pressing, since in the eastern hemisphere co-opera- 
tives often only continue to exist in name and as new private forces, 
equipped with new ideologies, face them in the western economies. 


It is my opinion that co-operatives are in need of a change in 
organisation rather than in purpose. As concerns the purpose, it is 


* Professor Weisser’s written report was published in the January-March issue of 
the Annals, This text contains his additional observations made verbally during the 
Congress, 
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necessary, above all, to take carefully planned measures in view of 
protecting the traditional objectives of co-operatives — in their function 
as free institutions within the collective-economy system — against the 
influences exercised under changed circumstances. The combination of 
fundamental objectives which have so far determined the purpose of 
co-operatives should not be replaced by an uncritical adoption of the 
new purposes advocated by private companies within our modern 
industrial economy, for these purposes are mostly based on profit- 
making. Co-operatives should point out, on the contrary, that these 
new economic forces have in many cases adopted forms of organisation 
developed by the co-operative movement; this includes, for instance, 
private housing companies, Duttweiler’s “Migros”, the “voluntary com- 
mercial chains”, etc. 


Co-operatives. must therefore set themselves new targets in organis- 
ation and, at the same time, protect the purpose they. have as insti- 
tutions of a free collective-economy system. This requires long-term 
planning in the form of “programming” the structures of co-operatives. 


Il 


Concentration and nationalisation is inevitable for co-operatives 
working under mid-20th century conditions. But this does not neces- 
sitate the abandonment of their essential functions. Even very large 
and highly concentrated co-operatives can plan their action with a 
view to achieving the optimal satisfaction of their members’ needs. In 
other words, they can avoid becoming profit-undertakings, a danger 
that only becomes real once co-operatives predominantly start serving 
non-members or once their managers begin increasing their turnover 
through methods which escape control and are against the true interests 
of their members, 1 | 


It is true that co-operatives cannot escape the general trend towards 
a centralised organisation. But this trend, as it exists today, leaves 


1 In many cases the objection could be made that neither over the short term nor 
in the long run co-operatives offer their members a price level below that of the 
market. In fact, a large part of their earned surplus is not distributed among 
the members in the form of dividends, but is used for the “self-financing” of invest- 
ments. While such retained earnings constitute no personal profit, they do not, 
on the other hand, provide the members with any material benefit. This subject 
cannot be dealt with exhaustively in this context. However, it seems essential that 
the question of self-financing in collective-economy undertakings should one day be 
discussed in detail. A basis for: such a discussion might be found in the papers on 
price setting in public undertakings published by the ICRICE Theory Committee. The 
considerations of this Committee can, in fact, also be applied to free collective-economy 
undertakings. In Germany, a project has been under discussion in the recent past, 
according to which members should be personally entitled to a share in the societies’ 
surplus; this would mean that the capital of co-operatives would no more be anonymous, 
but that it would consist of the sum of contributions made; departing members would 
then be entitled to the reimbursement of their share. But this project, which touches 
at the roots of the status of co-operatives, again exceeds the scope of this report. One 
point that would have to be discussed in. this connection, however, is its possible effect 
on the liquidity position of co-operatives. - 


SARACENO, WEISSER AND ROSENSTEIN-RODAN’S REPORTS 185 


considerable leeway for the undertakings to take individual decisions. 
indeed, it is possible for them to adopt a centralised structure which 
sacrifices only little of their traditional purpose. The alternative of 
grouping the forces of social entities in either a loose or a rigid 
manner is, in fact, also applicable to the modern trend towards 
economic concentration. There is, in particular, a choice between 
creating a uniform mass of economic bodies and maintaining a multi- 
tude of different types of entities. 


To allow for initiative has been a traditional purpose of co-opera- 
tion whenever the absence of co-operatives would necessarily imply 
dependence, or the acceptance of decisions made by external agents. 
But with the growing need for co-operatives to concentrate their own 
forces, the scope for individual initiative has basically become smaller 
and smaller. Yet, there are ways of concentration which allow for a 
certain plurality of initiative, and the underlying purpose of co-ope- 
ratives makes it obvious for them to concentrate in such a way that 
an optimal measure of plural initiative is retained or created. The 
choice of the most adequate methods of concentration is therefore of 
great significance for co-operatives, all the more so, since such methods 
enable them to maintain and develop their individual features. 


In the following discussion we shall abstract from small co-ope- 
ratives that are viable and competitive even under present-day economic 
conditions and therefore need not merge with other co-operatives or 
seek any other form of concentration. This statement needs no 
explanation, since it is simply based on the general truth that even a 
highly industrialised society needs medium-sized and small under- 
takings. It would none the less be an interesting experience, to make 
a list of the various types of small co~operatives for which there is 
no reason to follow or to submit to the general trend towards con- 
centration. In the case of all other co-operatives such reasons do exist. 
However, they do not make up a definite pattern, they merely constitute 
a principle of organisational centralisation. 


Beside mergers, there is the method of creating a hierarchy of 
many small, elementary and generally localised co-operatives topped 
by a pyramidal structure of higher-ranking co-operatives. The co- 
operative movement has for a long time used this method successfully. 
As soon as elementary, independent co-operatives lose their competi- 
tiveness, it is important to determine carefully whether a merger is 
absolutely necessary, or whether it is enough to delegate certain 
functions to higher-ranking co-operatives. I have pointed out in my 
written report that even in our modern times undertakings in general 
and co-operatives in particular need not centralise all their functions. 
It is obvious that a pyramdal hierarchy leaves less room for inde- 
pendent decisions by elementary co-operatives. But the principle is 
maintained, and it is also of significance that they remain legally 
independent. 
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Wherever a pyramid of legally autonomous co-operatives at various 
levels is inadequate, there remains the possibility of a purposeful 
decentralisation of competences. The result is a legally uniform 
structure with relatively ‘independent branches. In such cases it is 
generally advisable to give the branch managers a financial interest 
of some sort in the result of their own operations. 


Another way of avoiding a completely centralised organisation of 
co-operative concerns is to admit the horizontal or even vertical merger 
of several co-operatives, but to reserve the performance of certain 
functions,- which do not need or are even harmed by concentation, to 
small co-operative bodies. On occasion, these bodies may even be 
ad hoc groups such as those responsible for social work, or committees 
appointed for the preparation of annual co-operative festivities or 
for distributing prizes to members who have rendered important 
services to the co-operative (flower decorations of balconies etc.) ; in 
consumer co-operatives the housewives organisations can fulfil this 
function, but there are also many other possibilities. 


It is important that the problem of concentration is considered as 
one concerning the co-operative movement as a whole. The traditional 
branches (consumer co-operatives, housing co-operatives, co-operatives 
of farmers and artisans) should not act by themselves. Certain aspects 
of concentration require the combined action of several branches, even 
though sacrifices might have to be made by individual federations; 
but in the long run such sacrifices will tend to balance out. Quite 
often it may be useful to combine agricultural and artisanal credit co- 
operatives; in any case, many members of these Raiffeisen-type co- 
operatives or “people’s banks” are wage-earners or civil servants. 
By this means, struggles between co-operatives and a mutual weakening 
of their forces are avoided. 


In the developing countries the problem of concentration often 
differs considerably from the highly industrialised countries. An early 
formation of large co-operatives may even be harmful, since local ties 
between neighbours may initially be a determining factor of success. 
Of course, this does not exclude the assistance and support by the 
government or other central forces, including a certain amount of 
leadership and control. In places where co-operatives cannot be 
expected to be profitable at the beginning, but where they are perfectly 
apt to organise the activities of small producers in the long run, it is 
essential that organisational forms are found which prepare the 
transition to the actual co-operative stage. There are many such 
forms which I shall not discuss in detail. 2 


2 Cf. Bertels Fassnacht, in “Archiv für öffentliche und freigemeinwirischafiliche 
Unternehmen”, Vol. 5, No. 3/4. 
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I now wish to say a few words on the traditional democratic 
behaviour of co-operatives. The significance of such democracy and 
its imperilment today are currently discussed in detail by several 
national sections of ICRICE. The question was also touched upon by 
Professor Lambert when he introduced the Congress reports in the 
last issure of the Annals. It can be formulated as follows: how can 
co-operatives determine their policy by a genuinely democratic process 
once they have become large concerns with thousands of members and 
widespread service areas. This is a point where modern experience 
gives relatively strong cause for pessimism. Everyone knows that only 
a very small percentage of the members participate in the general 
meetings of large and very large co-operatives. 


This danger can be met in two ways, one relating to organisation 
and the other to education. As I already pointed out, certain tasks of 
the large co-operatives can be handed over to special institutions 
with a limited membership or left to ad hoc groups. Of course, this 
implies considerable organisational imagination and a will of the 
management to maintain democratic principles. Moreover, informa- 
tion, including a more widespread publication of the co-operatives’ 
results, can do much to stimulate the interest of the members; mere 
accounting statistics do not suffice to reach that goal, With education 
I shall deal at a later stage. 


IV 


Many of those who criticise the co-operative system and believe 
that there is no more room for genuine co-operatives, have also 
commented upon their traditional efforts to maintain high quality 
standards. According to them, new types of private profit-under- 
takings, by investing large capital amounts, have gained a sufficient 
lead to eliminate co-operatives from pioneering in this field and to 
exclude them from special functions. In my view, this is not so. It is a 
fundamental feature of modern economy that consumers or buyers in 
general find it more and more difficult to take advantage of all market 
opportunities and to come to an independent conclusion about the 
optimal service they can expect from the producers (problem of 
“market transparency”). If it is admitted that this is a generalised 
obstacle for buyers today, it can be conversely assumed, that pro- 
ducers who want to maximise their profits may do so by taking 
advantage of the weak position of the individual consumer. While 
the objection might be raised that competition forces producers to 
comply loyally with the interests of the buyers, it is generally 
recognised that today perfect competition is an exception; moreover, 
the very fierceness of competition may induce producers to incur 
uneconomic costs and to harm the consumers’ interests through certain 
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forms of sales promotion and, in particular, through excessive 
publicity. This is a very real problem today. But co-operatives, whose 
aim is to satisfy the needs of the consumers, cannot fall prey to 
such methods, In fact, it is the large, powerful co-operatives that are 
in an excellent position to do the pioneering which, on many occa- 
sions, was. daringly and successfully done in the past by vigorous 
co-operatives such as housing co-operatives. 


The question of commodity tests — particularly in Germany — 
clearly shows the defensive position co-operatives were forced to take 
up. It has even been attempted in the courts to prevent consumer co- 
operatives from defending the consumers’ interests. An action of this 
kind is currently in process. 3 

In the case of commodity tests, the function of consumer co- 
operatives, which consists in serving and satisfying the needs of con- 
sumers, has enabled them in principle to defend their interests. An 
essential condition for this is that they avoid any publicity which has 
“persuasion” as a purpose, All co-operatives, whatever their type, 
should continue to serve as models for an optimum satisfaction of 
needs. 

V | 

As I already gave to understand, the technical questions of organi- 
sation may not be solved in the way that would be indicated if the 
behaviour of the organised subjects corresponded precisely to the 
“purpose” of the organisation. The mental attitude of the people 
active in an institution with a given technical organisation is, in fact, 
of importance, since such attitudes may differ from the original pur- 
pose of the organisation. However, they can be strengthened through 
education, and it is even possible to appeal to the minds of grown-up 
people, as long as such appeals do not endanger mental independence. 

Any institution will lay down its purpose —ie. the sum of its 
logically “ultimate” objectives— in a constitution, a corporate bond 
or another instrument, unless this purpose has already been laid down 
by law. Of course, such an act does not automatically provoke a 
corresponding attitude of the people working in the institution. A 
distinction must therefore be made between the “institutionally deter- 
mined purpose” of an economic body and the “purpose corresponding 
to the subjective idea of those responsible for its management”. Any 
sociologist will be familiar with distinctions of this kind. Tensions 
between the institutional purpose and the actual wishes of those 
responsible for the management do not automatically lead to vitiation. 
For instance, it is possible for a public undertaking with set functions 
serving the public interest and set with behaviours— such as price 


3 In the meantime, the case referred to has been won by the Working Group of. 
Consumers’ Federations. | . 
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setting policies — to promote the common welfare even under a manage- 
ment whose attitude is not concordant with that purpose. Similarly, 
it is possible for co-operatives, by reason of their determined purpose 
and their technical organisation, to satisfy the needs of their members 
even though their managers may have no subjective interest in doing 
so. From this reasoning it follows that even if the attitudes of the 
persons responsible for an undertaking are in opposition with its 
institutionally determined purpose, this purpose need not be made 
absolute as long as organisational techniques enforce a definite be- 
haviour of the management, whatever its personal attitude. But of 
course, there.is no certainty for this, and a co-operative will obviously 
be in a better position to fulfil its own objective under a management 
with a congenial mental attitude. This observation gains in significance 
as the co-operatives grow in size, since their physical growth exposes 
them increasingly to the danger of actually losing their individuality; 
in fact, large co-operative concerns are much more difficult to control 
than the smaller units. 


It is therefore important that all people working for co-operatives, 
and the management in particular, should fully understand the insti- 
tutionally determined purpose of their undertaking, and that, moreover, 
they should use their own initiative to act in accordance with that 
purpose. For this, business economics, at their present stage, offer no 
guidance and have achieved very little. In fact, under the influence 
of the classical liberal philosophy, undertakings are merely considered 
as figurines on a chessboard. This philosophy has never taken any 
inferest in their peculiar purposes and types of organisation, except 
inasmuch as the purpose of an undertaking was to become a deiinite 
power on the market or as the type chosen was apt to influence the 
market structure. But business economics cannot merely be satisfied 
with the micro aspects. It deals with the purposes and organisational 
forms of definite social bodies which can just as well be studied for 
their own sake as for the sake of their influence on the market. What 
is needed is a particular morphological science which studies the 
individual types of undertakings. This science, which is coming into 
existence, can draw important lessons from the scientific results of 
co-operative theory; for in most, although not all, cases, co-operative 
scientists have gone further than other economists in concluding that 
there are considerable differences in the purpose and the organisational 
form of different undertakings, and that in both respects co-operatives 
form a type of their own. I must admit that my share in the develop- 
ment of this new science has been significantly influenced by the study 
of co-operatives. 


If the peculiar purpose of co-operatives is not recognised, it is 
obviously impossible to direct the education of the responsible people 
towards their acceptance of the institutionally determined purpose of 
the co-operatives. On the other hand, if this peculiar purpose is 
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explained to the staff and the members, they will almost automatically 
take an attitude that meets the determined purpose of the co-opera- 
tives. But apart from this, the ultimate, supreme objectives of free 
collective-economy undertakings: rank so highly that they can be 
recognised and pursued as a basic attitude, quite independently of the 
daily business activities; this applies particularly to the younger ele- 
ment. However, the modern educational trend frequently goes in the 
opposite direction. The natural conviction that co-operatives must plan 
their operations rationally and at a minimal cost leads to a primarily 
commercial indoctrination of new staff members. What should actually 
be done, is to make the staff entirely familiar with modern business 
practices, and to make much greater efforts than before to acquaint it 
with the attitudes corresponding to the institutionally determined, ulti- 
inate aims of free collective-economy undertakings. The methods for 
that kind of education are generally known, but can be developed 
further. They offer considerable scope for ICRICE. 


In order to prevent an easy misunderstanding, I should like to point 
out that in private profit-economy undertakings the mental attitude 
of the management may also be directed to what is commonly known 
as “public welfare”. But in their case, this attitude is not based on 
any institutional purpose; contrary to co-operatives and public under- 
takings, it exists at a superior level. 


VI 


‚From my written and verbal reports you will have noticed which 
method I consider adequate for dealing with the special subject I have 
chosen within the general theme of this Congress, First, it is necessary 
to get a clear idea of the logically ultimate aims for the achievement 
of which co-operatives would appear to be the appropriate means. 
This is the basis for arriving at a well-founded judgment about the 
changes in organisation and current behaviour required for adapting 
co-operatives to present-day circumstances. It is obvious that all 
changes must be compatible with the fundamental objectives or the 
purpose of the co-operatives. They result from two types of premises: 
from the fundamental objectives of the co-operatives in the order 
attributed to them and from the conditions for their realisation at any 
given time. By combining both types of premises, a conclusion can be 
reached about the changes that are admissible and useful. 


I have stressed this point, because even in collective-economy 
literature there are philosophical trends which tend to promote a 
“purely economic point of view”. Even welfare economics, which have 
played an important part during this Congress, are to some extent 
influenced by this trend. It is true that most of the speakers at this 
Congress have conceded that “beside” the economic objectives there 
are ethical and cultural requirements that must be observed; further- 
more, the terms “social yield” and “social costs” have been used in 
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connection with certain positive and negative factors not taken into 
account in the market prices. But this is not enough to establish a 
logically satisfactory basis for the serious decisions facing co-opera- 
tives today. Welfare economics, in particular, are today experiencing 
a kind of final reckoning, both on an international plane and in their 
countries of origin. In fact, the logical fallacies in their philosophy 
are being more and more clearly revealed. I should like these remarks 
to be considered as a contribution to the discussion of the other 
Congress reports. 

To illustrate my point, I shall assume that the maximum welfare of 
the consumer can only be attained under conditions of extreme concen- 
iration of production and that such an organisation places the majority 
of producers in a position that requires a maximum of discipline and 
subordination. If these two assumptions were true—I do not pretend 
that they are in actual fact — producers would find themselves in a 
situation abhorrent to all freedom-loving people. Which is to be the 
decisive factor: the welfare of the consumers or the situation of the 
very same people in their role as producers? In the first case, the 
assumed conditions would lead to a historical process that would be a 
toad to serfdom. This is a very good example for the fact that no 
wise and rational decision can be based purely on economic considera- 
tions. It is not possible to work out an economically valid solution 
and then to correct it in the light of ethical and cultural requirements. 
Any decision that is to be economically tenable must be founded on 
a comprehensive concept of the interests directly involved and of the 
underlying correlations. Without a philosophic basis, no economic 
concept is logically or rationally admissible. 


Vil 


Now that this point is established by means of the drastic example 
given on the basis of the assumptions made, I can deal with a question 
widely disputed today— the position of consumer interests within 
the general economic system. People often say that consumers are the 
sovereign power in an economy, or rather that they should be, for 
in its original form the statement is poorly supported by actual fact. 
The advocates of this theory hold that this situation can be brought 
about by doing away with all restrictions to competition and that, 
once this has been done, production must be organised to dovetail the 
wishes of the consumers. While this grave problem cannot be dis- 
cussed satisfactorily now, it is clear that anyone who wants to see 
society organised along democratic lines — as we all do — must attach 
great importance to it. This is also true for co-operatives, and the 
significance of the problem increases as consumers find it more and 
more difficult to shape demand according to their real interests. A 
comprehensive and thorough scientific analysis of the problem cannot 
be made in this context. But it is obvious that the increasing difficulties 
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encountered by consumers cannot be used as an argument to justify 
a publicity based on persuasion or peremptory investment methods, 
which leave the consumers no choice. Producers, and more particularly 
the suppliers of co-operatives, should, on the contrary, consider and 
decide how their supply can best meet the demand of consumers, even 
though this demand may not be based on an accurate knowledge of 
the existing possibilities. But, for reasons which I cannot discuss here, 
it will become increasingly difficult to find institutional safeguards 
for this. Moreover, circumstances may occur which positively require 
a divergence from the avowed interests of the consumers, even if 
these interests have been formed without persuasion. A complete 
philosophical doctrine of .collective economy might find convincing 
reasons for this argument. However, in a free society only imperative 
reasons should induce those responsible to adopt such a course, even 
while it must be admitted that no member of any society reaches its 
conclusions without any external influence at all. 


Vill 


In dealing with my subject, I have tried to capture the interest of 
the representatives of other collective-economy branches as well. Much 
of what I have said in my written or verbal reports also applies in 
its essence to public undertakings; similarly, the background of my 
explanations is — mutatis mutandis-—to a large extent valid for any 
other economic and social order that believes in the spirit of collective 
economy. Many critics of ICRICE have wondered about the relation- 
ship between a giant undertaking such as the German Federal Rail- 
ways and a village consumer co-operative. The debates of this Con- 
gress and their philosophical background should have made the 
connection clear. As a matter of principle, and particularly in view. 
of the social philosophy prevailing today, it is necessary in examining 
plans and decisions to penetrate beyond the mere external form of 
individual or economic institutions. If nothing else, logic alone demands 
that the fundamental decisions providing these institutions with their 
“purpose” should be brought to the foreground. It is thus the common 
traits of purpose which establish the relationship between a giant 
collective-economy railway undertaking and a local consumer co- 
operative. d 


PLANNING WITHIN THE NATION 


by Prof. P. N. ROSENSTEIN-RODAN, 
Massachusetts Institute of Technology, Cambridge, U.S.A. 


1. Definition: Planning is just another word for a consistent and 
co-ordinated economic policy articulating explicitly and specifically its 
means and objectives. According to the objectives it has in mind it 
can be more or less comprehensive. Governments pursuing a certain 
type of monetary fiscal and commercial policy and outlining the anti- 
cipated effects of that policy practice planning in part like Monsieur 
Jourdain who talked prose all his life. A mere general development 
strategy through “sound” or “reasonable” monetary and fiscal policies 
would constitute, however, incomplete and insufficient planning because 
it could not provide guidelines or principles for determining the amount, 
the composition and the timing of public investments, nor indicate 
specifically the system of incentives and disincentives needed to orient 
the private sectors amount and composition of investment. A specific 
vision which sectors should grow at what rate is needed. General 
principles of “sound” economic policy alone are ungrammatical prose. 
Progress in economic knowledge makes it possible to plan for more 
than the limited objective of stabilization (aggregative planning). It 
can achieve the wider objective of accelerating the rate of growth and 
at the same time realize specific social objectives (distribution of 
income between classes or regions). Programming in practice can at 


least sharply reduce if not completely avoid inconsistencies in economic 
policy. 


2. Why is planning necessary? The free and unimpeded mechanism 
of market forces would lead to a maximum national income according 
to the liberal classical doctrine. Any conscious deliberate active 
economic policy designed to influence the amount and the composition 
of investment could not, according to this school, raise national income 
in the long run. It is our contention that the opposite is true, that an 
economic policy designed to influence the amount and composition of 
investment can raise the rate of economic growth and increase national 
income, In addition, it can also aim at realizing other desirable social 
objectives which market forces alone—even according to the liberal 
doctrine — could not achieve. 
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According to the “liberal” school maximization of national income 
would be achieved by the working of the mechanism of supply and 
demand on assumption of competitive conditions and of small changes 
per unit of time in four stages or “equilibria”: (1) allocation of given 
stocks of consumers’ goods (consumers’ equilibrium), (2) allocation of 
production on assumption of given stock of equipment (machinery) land 
and labor (producers’ equilibrium), (3) allocation of investment on 
assumption of given stock of- labor, land and capital (investment 
equilibrium), (4) equilibrium between aggregate demand and supply 
(monetary equilibrium). 

It is true that under perfect competition the price mechanism would 
work perfectly in the first stage, i.e., in allocation of given stocks of 
consumers’ goods. It would work less perfectly, but still tolerably well 
in the second stage, when we replace the assumption of given stocks of 
consumers’ goods by flows of supply of these goods from given stocks 
of producers’ goods. The price mechanism does not work in this sense, 
however when we drop the assumption of a given stock of producers’ 
goods and assume that the amount of composition of investment is 
to be determined by market forces. A multitude of individual invest- 
ment decisions does not lead to an optimum amount and composition 
of investments for six reasons: 


(a) the individual investment decision depends not only on present 
but also on future anticipated price of the project’s inputs and outputs. 
The market provides only knowledge of present but not of future prices. 
Even the present prices do not always signal the proper information; 
they only do that under perfect competition which excludes indivis- 
ibilities and externalities. But future prices are uncertain and unknown, 
The creation of “perfect” future markets for all commodities is 
inherently impossible; such markets are only possible for a fraction 
of commodities. Additional information, of a type which is not provided 
by the price mechanism but can be provided by programming, can 
substantially reduce the risk and uncertainty about future prices. 


The lifetime of equipment is fong (say ten years) so that the 
investors have to have foresight. That foresight is bound to be more 
imperfect than that of the buyer and seller of a product. The individual 
investor’s risk may be higher than that confronting an over-all invest- 
ment program. Reducing this risk— which is possible under pro- 
gramming — may make additional investment possible. 


(5) the individual investment decision depends not only on present 
and anticipated prices of the projects inputs and outputs but also on 
real or assumed investment decisions of other investors. 


(c) the investor maximizes the private not the social, net marginal 
product. External economies are not sufficiently accounted for. 
Complementarity of industries is so great that simultaneous inducement 
rather than hope for autonomous coincidence of investment is called for. 
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(d) because of the indivisibility (lumpiness) of capital large rather 
than small changes are involved. Yet the price-mechanism works 
perfectly only under the assumption of small changes. A path towards 
a long-run equilibrium may lead through points of short-term dis- 
equilibria. Those would make it impossible to reach the long-run 
equilibrium unless programming measures, i.e., interventions from out- 
side the market forces, were to direct them there. The price mechanism 
can only optimize under conditions of continuous convexity. Yet neither 
theology nor technology shows that God created the world convexly 
downward throughout. 


(e) capital markets though often well organized are notoriously 
imperfect markets, governed not only by prices but also by institutional 
or traditional rationing quotas. 


(f) it must be finally recognized that the wage level is indeterminate 
under modern conditions. Only when the economy is composed of very 
small firms and when each firm’s wage revision affects such an 
infinitesimally small proportion of total income (for instance, raising or 
lowering wages of 100 to 500 workers in an economy of 20 million 
workers or more when the wages of all the others remains constant) that 
income efiects can be neglected and only substitute effects matter, 
would the wage level be determined by the equilibrium theory. When 
wage revisions are in practice synchronized and affect large propor- 
tions of the labor force income effects can no longer be assumed to be 
of a second order of smalls. Collective bargaining does not determine 
“equilibrium” or “optimal” wages (e, these which are compatible 
with maximizing) and information as well as persuasion based on the 
content of national programming should help to establish them. Relying 
optimistically on a countervailing power which keeps wages at a level 
conducive to growth and social progress is unwarranted. Market forces 
can only determine wages in an atomistic economy consisting of very 
small units, not in the world of today. 


The “investment” theory is indeed the weakest link in the “liberal” 
theory. 


It is finally recognized even by the strongest advocates of a free 
economy that an equilibrium between aggregate demand and aggregate 
supply Oe, the dynamic monetary equilibrium) cannot itself be ensured 
by trusting to the automatic responses of a free economy. This task 
can only be discharged by a deliberate policy. Without an equilibrium 
of aggregate demand and aggregate supply, however, prices cease to 
be reliable parameters of choice since money is not “neutral” and the 
price mechanism breaks down. 


The automatic responses of the market economy do not ensure an 
optimum allocation in two out of four markets. The practical question 
is therefore not whether but how and how much to plan. 
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3. The aim of planning is— generally speaking — to achieve an 
optimum use of means for the fulfillment of the society’s economic and 
social objectives, or more specifically, to maximize consumption over a 
given planning period subject to the constraint of terminal conditions 
_ of capital stock to be left at the end of the period and possibly also 
of some specific consumption targets or other social or regional targets 
to be reached at the end of the period. However long the planning 
horizon (five, ten, or fifteen-year plans) decisions as to the future 
beyond the plan period must also be taken in the form of what capital 
stock (equal amount of capital per head of population, or higher amount 
per head) should be left maintained at the end of the period. 


4, Objectives of planning. Objectives of planning are determined by 
the society’s scale of values (value judgments incorporated in a “social 
welfare function”). The economist is not any more competent in 
deciding on what these values should be than any other citizen. The 
function of the economist, however, is to reveal and to show explicitly 
the. implications of policy decisions and also the conflicts between 
various objectives. If the implications and the effects of some policies 
are revealed and shown explicitly decisions may be modified since 
decision-takers are often unaware of all the consequences of their 
proposed actions. In the same way, incidentally, projections of aggre- 
gate individual investment plans may reveal information and knowledge 
to the investors which the price mechanism cannot convey and lead 
thereby automatically to their revision. The primary function of 
planning in a free society is to increase the flow of information thus 
correcting the imperfect “anatomy of market failures”. 


5. How does planning supplement the market forces? The conclusion 
of the preceding paragraphs 2 to 4 is that the dispersal of investment 
decisions does not optimize economic development because it provides 
insufficient information. “Rational allocation of resources presumes a 
substantial flow of information concerning price and income elasticities, 
production and transformation functions, interindustry relations as 
well as a mass of ‘aggregative’ data. In a decentralized market 
economy a certain amount of these data is at the immediate disposal 
of decision-makers, i.e, those who contro! firms. A good deal of 
information relevant to rational allocation, however, in particular data 
on interindustry relations and the probable behavior of various aggre- 
gate quantities, can only become available with a substantial amount 
of government participation.” 1 


The first and primary purpose of planning is to make available 
additional information, to decision-makers of a type which market 
forces cannot possibly provide. This information alone would reduce 


1 E.S. Mason, “Some Aspects of the Stategy of Development Planning” (Paper 
presented at the United Nations Conference held in Geneva in February, 1963), 
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risk, change investment decisions in the direction of improving both 
the amount and the composition of investment. Even if neither direct 
instruments of planning (public investment) or indirect means (incen- 
tives and disincentives for private investment) were to be used, a purely 
“indicative” planning would improve the risks of economic operations. 
The additional information would carry in itself considerable per- 
suasion to invest more or differently. Apart from additional information 
as to the means, programming also provides further information and 
clarification as to the ends by revealing the implications, complications, 
and costs of some ends so that the decision-takers may modify their 
actions since they are in practice unaware of the consequences of their 
action. Programming in this sense fulfils an important democratic 
function of clarifying the content of the society’s objectives: it helps 
to reveal the social welfare function. 


Improvement in knowledge obviously leads to better allocation in 
time and space. As to time, it provides a larger horizon; while 
attempting to look forward one can realize that what seems sensible in 
the short run would not be optimal in the long run. As to space, it 
may provide criteria about optimum (or at least better) location by 
systemizing the long-run effects of location and concentration. Regional 
development, urbanization problems, industrial zones, etc., are not 
normally well provided via the market mechanism. Programming can 
finally reduce the risk of unforeseen changes. It can avoid an economic 
Maginot Line which if pierced or if broken through leads to a collapse 
of the system or at any rate to great losses which can be sharply 
reduced. Programming can develop an economic defence in depth in 
the sense of alternative programs providing second and third best 
solutions when the first one proves to be unattainable. 


6. Scope of centralization and decentralization. 


(a) Dispersal versus delegation of investment decisions 


The liberal doctrine relied on dispersal of investment decisions as 
a risk-reducing device. Dispersal of decisions fulfilled the delegation of 
powers by the Invisible Hand. Modern liberals properly distinguish, 
however, between dispersal and delegation: 


... dispersal of decision-making power which I have pointed to as 
one of the guiding principles of the liberal philosophy is not the 
same thing as mere delegation. The distinction is, I think, important. 
If an army commander gives general orders to a divisional com- 
mander, he at the same time delegates to the latter the duty of 
giving more detailed orders to his subordinates; and it is universally 
agreed that it will not usually make for efficiency it the army com- 
mander then butts in to see exactly what those orders are and 
how they are carried out. But there is nothing in this to alter the 
fact that if the army commander’s plan is wrong, the whole army 


6 
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comes to grief. The dispersal of economic judgment commended 
by the liberal philosophy meant something much more than this, it 
was not merely a device for promoting administrative efficiency, but 
a recipe for securing that all the eggs should not be in the same 
basket — that in this highly uncertain world the fortunes of a whole 
trade, or a whole area, should not depend on the foresight and the 
judgment of a single centre of decision. 1 


The risks of an error in foresight and judgment of a singe centre of 
decision cannot be denied. It is wrong, however, to assume that the 
dispersal of decisions will necessarily reduce the total risk. That would 
only be irue if all the investment decisions were independent of each 
other; in fact they depend on each other. Consequently instead of 
cancelling out errors, such dispersal of decisions is likely to have 
cumulative effects. This is notably the case as far as the amount and 
the broad composition of investment are concerned. The means to 
realize these targets, the managerial and administrative decisions, 
should be delegated and guided by the price-mechanism; but the basic 
decisions as to how much and in what sectors to invest need not be 
arrived at simply by a dispersal of individual investment decisions. 
Programming — i.e., an over-all economic policy — can influence and 
change these decisions. 


(6) Where to draw the line between delegation and dispersal of 
investment decisions 


In general the greatest part of sector investment programs, like 
programs for agriculture, housing, public utilities, etc., is usually 
clearly indicated; priority criteria for a dividing line between accepted 
and rejected projects need only be detailed in the critical zone of 
marginal projects. Some general common-sense criteria can be applied 
in the analysis of projects, for instance, “it is below optimum size,” 
“is it well located,” “will it be well managed”. The choice between one 
project or another within the same sector will be flexible, however, 
and may often depend on the “impression” and the confidence the 
entrepreneur inspires. More detailed criteria could be worked out, 
given sufficient staff, data, and time. If all the projects were to be 
evaluated in that way, however, only a small part of the necessary 
investment could be “approved”: even in the United States only half 
of the current investment could be realized if it had to pass all the 
usual project analysis criteria. Decentralization is called for as far 
as the selection of one project rather than another in the same sector 
is concerned. Dispersal of decisions here should provide the practical 
solution. In practice, therefore, programming should determine pri- 
orities between sectors, while a large zone of indeterminateness has 
to be admitted for the determination of single projects within a sector. 


1 D. H. ROBERTSON, “The Economic Outlook”, reproduced in Utility and All That. 
London, 1952. 


SARACENO, WEISSER AND ROSENSTEIN-RODAN’S REPORTS 199 


Delegation of decisions as to sectors and dispersal of decisions as 
to single projects composing a sector seem to be the appropriate rules 
of programming. 


Sector decisions must therefore be taken at the centre which alone 
can sufficiently account for externalities and establish a production 
program consistent with the requirements of interindustry supplies. 
The planning office will necessarily have to rely on sector plans which 
have been worked out by other agencies which received from the centre 
a list of basic mutually compatible assumptions. The implementation 
of those decisions through a multitude of managerial and administrative 
measures will of course be delegated. There is a vast variety of 
degrees of centralization and decentralization in various countries. In 
general the countries of the Iron Curtain have tended in recent years 
towards more decentralization while those of the West and the under- 
developed countries tended towards a higher proportion of centralized 
decision-taking. 


7. Decision on the composition of investment. 


A development program must be spelled out in projects but it is 
not a mere sum or shopping list of projects. Single-project analysis 
cannot use criteria which should simply consider each project in turn; 
see whether it passes the test or whether it does not, and according to 
that include in it (or exclude it from) the program. The various projects 
comprising a development program are interrelated and reinforce each 
other. This balance depends on whether complementary activities have 
been planned on the required scale. It is therefore practically impos- 
sible to judge the soundness of any particular project without the 
knowledge of the whole program of which it is a part. A program 
approach, not a project approach, must determine the criteria of pro- 
ductive use of capital. Replacing one project by another — leaving the 
rest of the program unchanged — would frequently be non-optimali 
A change in one project may require a reshuffling and changes in 
several other projects. Only in the heroically abstract model of “two 
goods only” is there one alternative. In a world of many goods a 
program will differ from its alternative by a composition which involyes 
more than the change of one single project. 


Each investment project’s contribution to national income depends 
on what other investments have been, are being or will be realized. 
The complementarities of all investment projects is more than a 
mere “complication” of a simple pattern; it introduces a new set of 
determinants of optimum investment. A program approach must there- 
fore logically precede the project analysis even if it is recognized that 
in every country threequarters or more of projects (many of them in 
the public sector) are of such obvious priority that almost any plan 
would include them. 
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The effects of an investment policy depend on the total pattern: of 
change. The degree of complementarity of investment projects and 
the divergence of social from private marginal product will be greater 
in an underdeveloped than in a mature, crystallized, developed economy. 
In the latter the environment of a project often seems to change a 
great deal. By shaking a kaleidoscope a “completely different” pattern 
can be seen, yet over 90 per cent of the particles — the nucleus — do 
not move, while less than 10 per cent of the marginal particles change 
their position. In an underdeveloped economy the unchanged nucleus 
is much smaller, the change affects a much higher proportion of 
particles — so that the whole pattern of change must be examined to 
evaluate any part.1 The effects of an investment project on national 
income are the project’s social marginal productivity. If it were 
possible to measure the social marginal productivity directly, it would 
constitute automatically the priority criterion for projects. Social mar- 
ginal productivity of projects is unknown, however, and can be only 
indirectly assessed. Theoretically the proportion of net value added 
directly and indirectly (Oe, taking into account additional investment 
opportunities created by the project) is the project’s basic effect on 
national income. Ideally this should give the priority criterion which 
might enable the government to determine subsidies for higher priority 
projects which would otherwise be selected by individual investors. In 
practice, however, the margin of net value added directly and indirectly 
by each project is even more of an “empty box” than other cost ele- 
ments. An exact determination of the indirect effects is not possible 
outside the framework of a whole development program. 


8. Shorthand method of evaluation: shadow prices. 


Market prices under perfect competition are a signalling device 
steering economic resources into their optimum allocation. Prices of 
factors of production reflect then their opportunity costs and should 
be equal to their marginal value productivity. Competition, however, 
and the investment market are imperfect in reality. Shadow prices of 
three factors of production must be used in the evaluation of an invest- 
ment program instead of market prices. This is not the place to 
expound the full theory of the subject. An excellent and succinct pre- 
sentation is available.2 Three operational points only may be men- 
tioned: (i) Shadow prices are equal to the opportunity costs. If there 
were only two goods in existence, the cost of one good is equal to that 
of the second good foregone. (ii) If there are more than two goods it 
is not so simple to identify the opportunity costs. The shadow prices 
enable us in this case to measure them. In the terminology of pro- 


1 One of the many vicious circles characteristic of underdeveloped countries is 
the fact that they need an economic civil service for programming most, while they 
have it least. 

2 S. CHAKRAVARTY, The Use of Shadow Prices in Programme Evaluation (CENIS, 
M.I.T., Cambridge, 1961, India Project C/61-28). 
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gramming they are the Lagrange multipliers of a constrained optimiz- 
ation problem. (iii) To solve a constrained optimization problem for 
many sectors is a very complex task. A good approximation can be 
obtained, however, by calculating the shadow prices of factors of 
production for a simple two sector model and to apply them for each 
of the many sectors. Shadow prices can be used, therefore, as a 
computational shorthand method for each project without having to 
solve each time the optimization problem for the investment program 
as a whole, of which the project is a part. 


While an exact determination of the shadow prices is not always 
possible, operationally useful approximations (within a lower and an 
upper limit) can be calculated. They are indispensable for the ela- 
boration of an investment program in underdeveloped countries. 


Since conditions change in the course of development a time path 
of shadow prices has to be assumed for a long-run plan. This does 
not apply in the case of a short-term plan. 


(a) The shadow rate of interest. 


Capital should not be invested in a project if thereby the opportunity 
is foregone of investing in another more profitable project. Since 
capital markets are notoriously imperfect the market rate of interest 
should, therefore, be used as a computational shorthand in order to 
rank projects. The lower limit of shadow rates of interest in under- 
developed countries is around 8-12 per cent, say, 10 per cent. 


Using R.M. Solow’s formula (as an approximation) the shadow 
rate of interest o is: 


S 


ii 


D 


where o is the rate of interest, g is the rate of growth, og is the savings 
rate of the profit receivers, ow is the savings rate of the wage earners, 
and D is the share of profit income in total income. 


We guess that in a “typical” underdeveloped country D varies 
between 50-35%, op between 15-35%, and ow between 3-6%. 


Assuming a rate of growth (g) of 4.5%, D=60%, on,=25%, and oy=6%. 


0.25 + 1— 0.6 X 0.06 0.29 
0.6 
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If the rate of growth were 5%, the rate of interest would be 17.5%. 
Af D=50%, on=30%, cw=6% and g=4.5 


0.3 + 1 — 0.5 X 0.06 0.36 


0.5 
for g = 5% o= 13.9%. 





No project should be included in the envestment program which 
would: not cover interest costs of, say, 10 per cent. 


Private investors follow this rule in practice. No investment Seier 
is undertaken, if it does not promise a return of 15-20 per cent. Public 
‘investment projects, however, neglect in general shadow-pricing — with 
grave consequences of waste of capital. Faulty allocation leads to the 
selection of wrong projects, wrong technologies, wrong location, wrong 
pricing of the product-— and to insufficient savings of public enter- 
prises, which should contribute to the national capital formation. 


Electric power may be used instead of numerous other examples. 
A shadow rate of interest of 10 per cent will in many cases lead to 
‘the substitution of thermal for hydroelectric projects, to a location of 
thermal projects nearer to the market than the often distant hydro- 
electric projects, and to higher tariffs for electric power. Where specific 
subsidies are justified, they should be granted from the general budget. 
It is wasteful and too costly to give them indiscriminately to those 
who need it and to those who do not need it through lower prices of 
electric power. Prices which do not reflect costs cause a direct waste 
of resources (via lost profits) and an indirect increased and continued 
waste by inducing the location of power-intensive industries in high- 
cost areas. 


In general, shadow rates of interest will give a lower ranking to 
capital-intensive and long-gestation period projects. 


(6) The shadow rate of exchange. 


Foreign exchange must be considered as a specific factor of pro- 
duction in underdeveloped countries. Low price elasticities of exports 
and imports are the cause of a foreign exchange market which either 
works imperfectly or works at an excessive expense of income growth. 
The scarcity of foreign exchange should be reflected in a shadow rate 
of exchange which is higher than the market rate of exchange.* In 
various underdeveloped countries shadow rates of exchange can be 
estimated at 10-50 per cent above the market rate. They give a 


* ‘The use of an accounting price of foreign exchange is not necessarily à substitute 
for devaluation; it does not imply that devaluation is necessary. 
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measuring rod for the need of import-savings and export-gaining. 
While it is still uneconomical to produce bananas on the North Pole, 
shadow rates of exchange indicate to what extent projects, which 
produce goods at costs higher than prices of equivalent imported goods, 
should be included in the national investment program. 


(c) The shadow rate of wages. 


Where there is open and disguised unemployment shadow rates 
of wages are markedly lower than the market rates.1 Theoretically the 
shadow rate of wages (Lagrange multiplier) is zero in such cases, 
Operationally, however, an “incentive shadow rate of wages” is 
necessary in order to induce the unemployed to work and to take 
account of the fact that the families of the unemployed will not save 
all they gave their family members as support, once those found an 
occupation, but will increase their consumption. Many projects which 
would not meet the criteria of priority if market rates of wages were 
assumed, should nonetheless be included in the development program 
on the basis of shadow rates of wages which are 20-50 per cent lower 
than the market rates. These should be primarily labor-intensive 
projects which use little or no capital, An important example are 
rural public works (fencing, bunding, terracing digging for minor 
irrigation) which use little capital and increase the productivity of the 
land, although at first they do not produce an increase in agricultural 
goods. If the workers live in villages and work nearby a wage rate 
lower than the matket rate might induce them to work. If they work 
away from their homes a market rate of wages might be paid and 
subsidies would be justified. | 

Shadow prices are not a substitute for but a derivation from a full 
development program. An oversimplified two-sector model of such a 
program can be constructed, however, and its results (shadow prices) 
can be then applied to a disaggregated many-sector model. This short- 
hand method is of special importance in underdeveloped countries 
where market prices differ from “equilibrium” prices to a larger extent 
than in developed countries. | | 


9. The typical conflicts between objectives. Examples: 


Conflict between more consumption “today” and more consumption 
tomorrow. 


Conflict between more employment “today” and more employment 
than would otherwise have been possible tomorrow. 


Conflict between a higher rate of growth and more equal (personal 
or regional) income distribution. 


etc., etc. 


1 P. N. ROSENSTEIN-Ropan, Disguised Unemployment and Under-Employment in 
Agriculture (CENIS, MIT. Cambridge, 1956, Italy Project C/56-25). 
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10. Content of development plans. 


(a) The means. Any development program consists of two main 
parts: 


A. “What is to ‘be done?” (often outlined sketchily in a “Frame- 
work” (Schema) for Development) 


B. “How is it to be done?” (Implementation) 


A alone is clearly insufficient A coherent well coordinated economic 
policy must be used throughout as a purposeful instrument of growth. 
It will have to determine what part of investment is to be undertaken 
in the public sector (direct means of planning) and what part is to be 
undertaken in the private sector (influenced by the indirect means of 
planning). A system of incentives and disincentives apt to encourage 
or discourage private investment in certain sectors, regiona or techno- 
logies‘ constitute the “indirect means”. 


Besides the means of monetary fiscal and commercial policies, 
national wage and income distribution policy must be planned and 
agreed upon since monetary and fiscal policies alone are insufficient to 
“determine” the wage level. 


(6) The planning horizon. Any short-term plan can logically be 
only determined within the framework of a long-term plan. In practice 
very few decisions would have to be changed today in the light of 
what will happen twenty years later. A perspective plan for fifteen 
years seems practically to be the best logical basis. In a short-run 
plan many bottlenecks must be accepted as unavoidable which can be 
changed in a more flexible longer-run plan; they elaborate the short- 
term aspects of a long-run plan. 


(c) The degree of disaggregation. A long-term (fifteen years) plan 
may be less disaggregated than a shorter-term plan. Even in a short 
term, planning should concern broad Sectors and not the individual 
projects within those sectors. How much output is desirable from 
sectors can be decided by an over-all plan: The implementation of 
this decision to projects within sectors may be delegated (decentralized). 


11. Classification of plans. 

(a) Long-run, medium-run, and short-run plans. 
(6) Global, sectoral and regional plans. 

(c) Aggregative plans for limited objectives of: 


i stabilization (control of effective demand) 
ii equilibrium in the balance of payments (see f) 


iii full employment (planning for income distribution rather 
than growth. 
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(d) Limited disaggregation models. 


Investment in social overhead capital as an impulse to induce (via 
the multiplier and acceleration mechanisms) spontaneous private invest- 
ment. i 


(e) Disaggregated (multisectoral) intertemporal models are needed 
for: 
i mapping out alternative feasible paths of development 
(Consistency Models); 


ii selecting one of the feasible paths (Optimization Models). 


These models can be constructed in a way of explicitly focussing one 
or more policy decisions which have to be determined. They are called 
“Decision Models” by J. Tinbergen. According to the number of 
decisions to be determined there will be corresponding degrees of 
freedom in the model: the number of unknowns will exceed the number 
of equations by the number of decisions. 


(f) Plans classified according to the proportion of direct and 
indirect instruments used: 


i Stabilization plans (ch use exclusively indirect means. 
Balance of payments plans may use only indirect means 
(c) ii or in addition some direct means (quotas import 
licences, exchange controls, etc.). 


ii Disaggregated models may use varying proportions of direct 
means (public investment, investment licensing, training 
programs, establishment of industrial estates, etc.) and 
indirect means (incentives and disincentives of credit-fiscal 
and commercial policy). 


iii Planning is purely “indicative” if no direct instruments are 
used. Apart from conveying information indicative planning 
may also rely on persuasion without using other means. 
Planning may be “inducive” if only indirect means (incent- 
ives and disincentives) are used. It may finally use direct 
and indirect means (as under (f) ii without becoming norm- 
ative. 


12. Experience of Planning Policies. A separate detailed study 
would be required to describe the procedures and assess the results of 
planning policies in the last decade. In a detailed study, however, a 
specific conclusion how much of the success is due to planning and 
how much to other coincidental measures is difficult to draw. This is 
not the place to provide such a survey, discussion, and analysis. All 
that can be said is that in all the developed countries at least the 
aggregative planning for purposes of stabilization and, if need he 
balance of payments equilibrium have been applied and produced 
economic structures markedly different from those of the pre-war 
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period. In addition, in all these countries 26-33 per cent of national 
income pass through or are determined by the public sector so that 
in this sense at any rate they are truly models of a mixed economy. 
Only aggregated measures of economic policy have been taken in 
the U.S. and not much more has been applied recently in Great Britain 
although preparation for a more disaggregated planning (NED) are 
currently in the offing. Holland based its economic policy on scientific- 
ally determined decision models, had a sensitive, careful; and successful 
aggregative plan (see 11 (c)) and had moreover a tripartite system of 
wage negotiation where government representatives participate in 
collective bargaining. It has not, however, applied disaggregative 
models trying to influence the allocation of investment among different 
industrial sectors. Italy had a limited disaggregated model: underlying 
the development program for the south to which some more specifically 
disaggregated features were added after 1957. The ten-year develop- 
ment program for Italy as a whole (Vanoni Plan) was a framework 
for development rather than a plan (see 10 (a)A. but not B.) but it was 
more disaggregated than the plan for the south. Even without specific 
instruments of implementation it had at any rate some effects of 
persuasion to invest and provided rough elements which can add up 
to indicative planning. France applied indicative planning through the 
Monnet Plan and most economists believe that without it the present 
economic structure of France would not have been achieved. In addition 
to indicative planning, the Monnet Plan most successfully exercised 
persuasion on French investments and the credit policy of the French 
banking system reinforce this persuasion with better credit conditions 
for those investments which were agreed upon in the Plan. 


In underdeveloped countries, India has put her economic development 
plans as the foremost objective of her national policy. ‘The plan is 
based on a disaggregated inter-temporal model and an elaborate insti- 
tutional setup is provided to study and revise the plan. Pakistan has a 
similar program although development does not seem to have the same 
top priority in its national ideology. In Latin America the Alliance for 
Progress has directly appealed for all member States to elaborate their 
development programs. Some of them, like Colombia and Chile, have 
already done so. Others (Mexico, Venezuela, Peru, Honduras) have 
prepared short-term plans which are to be followed quickly by more 
elaborate long-term plans. 


The institutional ‘implementation of various countries differ very 
much and the realization of the plans show varying differences between 
ex-ante projections and ex-post results. But the trend is throughout in 
the direction of disaggregated inter-temporal models as a basis for 
their development policy. 


13. Problems posed to democracy by planning. The preceding 
teflections clearly show that planning does not endanger the main 
freedoms of a democratic society. By relying on the functions of 
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providing additional information (indicative planning), persuasion, and 
largely indirect means of incentives or disincentives rather than on 
coercive measures, planning can improve the attainment of economic 
and social objectives, of a higher rate of growth, and social progress. 
By explaining the implications of alternative paths of economic policy 
it should mobilize an intelligent cooperation of the main economic 
sectors who will thereby become aware of the consequences of their 
action and of their social responsibility. The so-called private sector 
should finally realize that the rate of growth including economic bene- 
fits for the private sector have been on the whole better in the post-war 
decade where the government participation controlled from one-quarter 
to one-third of the national product. The antediluvian principle that 
“to govern better is to govern less” 1 is definitely buried. Let us rejoin 
our century and our generation and realize that governments are not 
a necessary evil but an important and valuable complementary factor 
of production. We may conclude therefore that planning can preserve 
the main freedoms; far from endangering it may improve the functioning 
of a democratic society. 


1 Professor Rosenstein-Rodan refers to a famous phrase written by the Marquis 
d’Argencon in the middle of the 18th century: “Pour gouverner mieux, il faudrait gou- 
verner moins.” 


DISCUSSION OF Mr. SARACENO’S REPORT 


Statement by Mr. Demetrios C. PSAROS (Greece) * 


1. Planning in the Public Enterprise Presupposes State -Planning. 


The subject proposed for the examination and consideration of the 
Congress, planning in the public enterprise, has never up till now, 
unless I am mistaken, been subjected to systematic’ analysis; studies 
on this subject are to be found only in a few monographs or passing 
mention of the problem is made in a few more general works. 1 


Furthermore, we should reject the idea that this deficiency is due to 
a situation in which the same technical, economic or organisational 
problems arise in all enterprises, private or public, and that these 
problems can be resolved by the widely studied and profoundly invest- 
igated methods that are applied in programming within private enter- 
prisess (business budgeting, budgetary control). We should like to 
know: (1) to what extent, if at all, the public enterprise has used the 
methods of programming, (2) to what extent, if at all, these methods 
used in the public enterprise are the same as those used in the private 
enterprise, and (3) more especially, what are the problems peculiar to 
the public enterprise, which would enable us to draw up principles and 
rules for planning or programming that are specially applicable to 
public enterprises in general, or by sectors. 


It is our opinion that, for the moment, the study cannot he pursued 
beyond the limits of a preliminary juxtaposition of problems, that it 
cannot present solutions or principles, and that, as yet, we should be 
careful of formulating conclusions, unless they be provisional ones. ` 


On the other hand, we must carefully examine the fundamental 
difference which exists— and which has an important meaning for 
public enterprises — between the socialist régime of the totalitarian 
State and the régime of free democracies. In the régime where the 
economy is nationalised and where, as a consequence, private enter- 


* For the speakers respective organisations and functions, readers should refer 
to the list of participants at the beginning of this record. 

1 For example: P. BAUCHET, Propriété publique et planification; L, SOLARI, 
“Réflexions sur le plan et sur les entreprises publiques en Italie”, in Les Annales 
de l’économie collective, 1962, No. 4, pp. 689-695; Ch. CORBIN, Financement, auto- 
financement et administration des grandes entreprises, 1954; P. MENDES-FRANCE, Le 
République moderne, 1962. See also a few scattered remarks on this theme in: 
Travaux du 3 Colloque des Facultés de Droit, le fonctionnement des entreprises natio- 
nalisées en France, Dalloz, 1956. 
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prise does not exist, all units of exploitation are completely determined 
as to their ends, as to their provisions, as to their financing, by the 
integral planning of the State. On the other hand, in free economies, 
where intervention is practised, and in which the most revolutionary 
innovation, and also the most disputed, is a rather more supple type 
of state planning, the fundamental problem of the nationalised industries 
is how to fit them into the framework of both private economy and 
state direction. 


2. Distinction between Planning and Programming. 


These reflections raise a problem: there is a profound difference 
between planning and programming. Doubtless, these two terms are 
not distinguished very clearly in theory, and writers are not in agree- 
ment about their meaning and content — besides, other terms are also 
used. In spite of this terminological confusion, I think that we have 
to allow that the term planning has a wider sense, that it has a 
conceptual and general content, whereas programming specifies a partial 
realization, presupposing planning. To cite an example, we have, on the 
one hand, planning of the economic policy of the State, which gives . 
shape to the general attitude of the public authorities, embracing the 
whole of the economy, based on macroeconomic analyses, and, on the 
other hand, programming of public investments or of regional economic 
development — even though this programming is often referred to, 
wrongly, as a plan. ] propose that we should call the general plan 
“planning”, and that the special programme of activities of each enter- 
prise, connected with operational research (J. Chevalier, Organisation, 
II, p. 97), should be referred to as “programming”. 


No doubt we can make the same distinction in all big enterprises, 
where it is necessary to take a general view of their behaviour in the 
economy, in relation to the evolution of the national budget and global 
quantities. But in public enterprises, the question of planning is posed 
from three points of view: (a) the relations of these units to state 
planning and programming of public investments; (6) their relations 
with the whole of the public economic sector, or with a collection of 
public enterprises, or with a collection of-enterprises enjoying state 
participation (for example, the Ministry of State Participations in 
Italy); (c) the relationship of their activities to the economy, as a 
whole. 


On the other hand, programming in the enterprise is a form of fore- 
casting by the entrepreneur, concerned with the definition of objectives, 
the establishment of standards, the fixing of margins of variation, the 
maximum utilisation of plant, the rational choice of manufactures and 
services and the fixing of methods, labour force, costs, etc. 


This definition stresses that programming is part of the art of 
organisation, to which is allied the methods of operational research. 
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3. Categories of Public Enterprises and Problems relating Thereto. 


Thus we must discriminate between the problems of planning and 
the problems of programming in public enterprises; that is, between the 
problems which refer, on the one hand, to the determination of policy 
and aims (planning) and on the other to organisation, and to technical 
and economic coordination of its activities (programming). But what 
do we mean by “public enterprise”? 


This question opens discussion on the very complex problems of the 
extent of state participation in economic activity. We cannot tackle 
it here, except in a few lines, to decide, if possible, the sector to which 
can be applied the methods of special public sector planning. In order 
to make this enumeration, we have to know the most diverse forms that 
this state activity can take on, in each country: nationalised enter- 
prises in France or England; participation of the State in the private 
economy sector in Italy (J. Lanversin: “Le Ministére des participations 
de PEtat en Italie”, Revue de droit public, 1962, p. 633). The report 
presented by President Segni to Parliament, on the economic activity 
of the Italian State, can serve as a guide for this account, which is 
similar for Greece. Thus in Greece, we have: 


(1) Direct management, by ministries, of productive activities of goods 
and services, necessary especially for public administration (for 
example, for supplies to the army). 


(2) Enterprises managed directly by the administrative services of the 
State, but with markets in other sectors (for example, exploitation 
of forests and mines). 


(3) State concerns that have only budgetary autonomy (for example, 
the Deposits and Loan Bank, Savings Bank). 


(4) Public establishments, with a juridic personality, with autonomy of 
management under state control (for example, Broadcasting, the 
Port of Piraeus). 


(5) Autonomous public enterprises concerned with industrial or com- 

' mercial exploitation, granted monopolistic rights, with, in law, a 
mixed form of administration, partly public and partly private (for 
example, Railways, Public Electricity Authority, the Autonomous 
Agency for the Production of Grapes, the Hellenic Bank of Agri- 
culture). 


(6) Autonomous public enterprises, but under a competitive regime 
(for example, the National Theatre). 


(7) Private enterprises in which the State participates in various ways: 
either as a shareholder, or as a director, or as a creditor (mixed 
economy; for example, exploitation of the mines of Ptolemais, the 
Sugar Association). 
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(8) Enterprises that are put out on contract by the State to private 
companies, which are often monopolies (for example, air transport). 
(D. Psa:os, Elements of Public Economic Law, 1961, in Greek.) 


In Greecz, the sector of state participation in private enterprises 
(mixed economy) is not very extensive, unlike the situation in Italy. 


At the present time, we can make three general observations: 


(a) The distinction between public enterprises with a monopolistic 
poistion and competitive public enterprises, is often only of 
secondary interest, because of the size of the public enterprises, or 
because of the amount of interference by public authority. 


(5) However, this distinction, between monopolistic public enterprises 
and competitive public enterprises, retains its full value as regards 
certain interesting aspects, for instance, that of the legal position 
(Huber, Wirtschaftsverwaltungsrecht, I, 1953, pp. 253 ff and 530 ff), 
the degree of their dependence on the public authorities, the forms 
and level of their financing. 


(c) As for programming, it is becoming more and more diversified ` 
because of the heterogeneity and the great size of these enter- 
prises. We need a programme of action for each public enterprise 
or for a number of homogeneous enterprises, but it is also possible 
to think of these programmes being based on a more general type 
of programming, designed to resolve the problems that are common 
to several sub-sectors. 


4. Problems of Planning and Programming in the Public Enterprise. 


In the public enterprise, the relationship between the factors of 
exploitation — quantity and quality of production, cost of production, 
price of the product and of labour-— depends to a large extent on the 
economic policy of the State and the problems of planning in this 
enterprise can only be resolved in relationship to state planning. 


But we must not forget that it is often observed that the public 
enterprise tends, like the private enterprise, to confuse its own objectives 
with the public good. The economic calculations, on the basis of which 
il makes ite decisions, show more sensitivity to the demands of the 
market than to those of the collectivity (P. Bauchet, op. cit, p. 141). 
The public enterprises are often not concerned with the needs of a 
plan (P. Mendès-France, op. cit., pp. 146-150). One of the causes of 
this constant turning towards the demands of profit-earning, is that the 
public sector functions in conditions that are broadly capitalistic, and 
that it supp.ies, and is supplied by, the private sector. These observ- 
ations raise a grave problem inherent to planning; that of the 
organisation of controls. We can make the generalisation that, in each 
public enterprise, there are two elements which can come into conflict: 
the element of socio-economic orientation and the element of economic 
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exploitation (M. Tsimaras, Report of the Committee on Public Enter- 
prises, 1962, in Greek, duplicated). The optimal conciliation between ` 
these two elements depends on state planning. 


In the last analysis, the policy of public enterprises forms part of 
what Professor J. Tinbergen calls “qualitative policy”, which is very 
difficult to put into operation, because this policy has not yet any 
method of determination like that of quantitative policy. 


Fà 


We can only talk of programming in the public enterprise if the 
basic tenets of its planning are fixed by the State. Even under the 
hypothesis of the State yielding its powers to the public enterprise to 
enable it to draw up the principles of its policy, it is difficult to plan 
in more detail without taking into account the other aims and methods 
of state policy, and without a long-term view. 


Besides, the problems of programming will not be the same for - 
public enterprises as for private enterprises. We should stress two 
significant factors: o 


(a) The enterprise, because of its size, but also because of the fact 
that state capital is invested in it or because public utility is 
among its aims, must function according to provisions that are 
drawn up in advance in a budget of income and expenditure, 
which often has to be formulated in a law, whereas this business 
budget is often not to be found in private enterprises. 


(b) The intervention in the public enterprise, whether monopolistic or 
competitive, by different forms of aid from the State (participation 
in capital, clientéle, tax position, privileges) has a different effect 
on its economic calculations and on its position within the market. 


More especially, there are two problems of EES peculiar 
to monopolistic public enterprises, such as: 


(1) That new productive capacity should quickly be put into use to 
satisfy public utility in the economy. 


(2) Programming of big building programmes at the national or 
regional level, involving long waiting periods and therefore a 
special type of cost and amortisation programming with particular 
consideration of the needs of consumption. 


(3) The problems that are inherent to the public enterprise because 
it does not produce only for the market but also for current needs 
or future needs of public utility, and for the needs of other public 
administrative organisations or collective groups. 

(4) Its economic calculations should be directed to use income 
exclusively to build up technical capacity and develop the most 
rational type of exploitation, at the level of maximum efficiency 
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and cortinuous development, without having to make profits or 
build up reserves of money capital. 


(5) Capital formation by means of state participation in the public 
enterprise calls for organisation by the programming of some 
control >f results, in relation to planning and forecasting. 


(6) Often there is an imperative need for the public enterprise to 
organise close collaboration with consumers and users. 


S-atement by Mr. Michael V. POSNER (Great Britain) 


In Professor Saraceno’s paper, amongst other valuable and im- 
portant coniributions, he emphasises the distinction between those 
nationalised industries which belong to the “infrastructure” and should 
operate so as to further the public interest (“public service industries”), 
and those wich are by the nature of things more competitive — manu- 
facturing industries, for instance. If I many be permitted to summarise 
his argumert on this point, with some risk of distortion, Professor 
Saraceno argues that the “rules of the game” for the first type oî 
industry differ fundamentally from those appropriate to the second. 
While the reilways, for example, must operate as a public service, and 
therefore be closely controlled by the guardians of the public interest 
— the State of the “pouvoir public”, — a publicly owned engineering 
firm, on the other hand, must operate independentiy, according to 
normal commercial principles. 


I propose to explore this proposition by attempting to contradict it; 
I do this, not because I think the principle is wholly wrong, but 
because in the process of subjecting it to a séance contradictoire we 
can better understand its meaning and significance. 


A. The Distribution between “Public Service Industries” and “Normal 
Commercial Enterprises”. 


Let us, to begin with, summarise the argument in favour of dis- 
tinguishing clearly between the two types of publicly owned enterprises. 


(i) In the ‘irst place, the distinction seems to correspond closely to 
the facts. When we contrast, in Britain, the activities of one of the 
steel companies that are still in public ownership, on the one hand, 
and that of British Railways, on the other, we see that the first behaves 
like any entrepreneur, and that the second has, at least till very recently, 
behaved much more like a set of civil servants whose job it happens 
to be to run a railway instead of a Ministry. 


Similarly, the contrast between the Régie Renault and Charbonnages 
de France is most striking; Renault seems to be an independent — glar- 
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ingly independent— enterprise, while the French Coal Industry is 
closely subject to Government control. The famous “fourth week of paid 
holidays” could be granted by M. Dreyfus of Renault’s, in the teeth of 
opposition from many people in Government circles, while, during the 
recent coal strike in France, it was apparent that the negotiations 
(or rather the failure to negotiate) were in the hands of the Government 
itself, 


Finally, the Italian situation also corresponds to my stylised version 
of Professor Saraceno’s distinction; the individual firms dependent on 
IR.L, manufacturing firms for the most part, operate with considerably 
less interference from the Government than will be imposed upon a 
nationalised electricity industry. 


(ii) Secondly the distinction clearly demarcates two quite separate 
cases for nationalisation: — (a) The necessity for a publicly owned 
infrastructure of basic industries (a basic industry may be defined as 
one whose “output” is used to a significant extent as an “input” — 
directly or indirectly — by the vast majority of other industries) ; 
(b) the necessity for publicly owned “pilot enterprises” to act as a 
point d'appui in critical sectors of the economy — the case, perhaps, 
for sociétés d’économie mixte for research and development, very much 
on the French pattern (e.g., the Bureau de Recherches Pétrolières, or 
the British National Research and Development Corporation). Thus we 
seem to be provided with both a programme for, and a constraint 
upon, nationalisation plans:— they should be confined to the infra- 
structure and to areas where Government stimulation of private 
industry is particularly necessary. 


(iii) Thirdly, Professor Saraceno seems to give the final answer — and 
indeed the coup de grâce — to the controversy that has raged recently 
in Britain between the exponents, on the one hand, of the view that 
public enterprises should be run “as a public service’, and, on the 
other, of the argument that they should run as “normal commercial 
enterprises.” Saraceno would satisfy both camps at once; some 
industries should be run as a public service, others should be run on 
normal commercial lines. (Alas—and here appears a first note of 
doubt — we have, for the most part only “infrastructure nationalisation” 
in the U.K.— all of which would presumably be relegated to the public 
service category; a great disappointment for those members of the 
House of Commons Select Committee on Nationalised Industries who 
have laboured hard to transform, e.g., British Railways into a com- 
petitive concern!) 


B. Public Service Industries Which Seem to Resemble Commercial 
‘Enterprise. | 


Let us therefore commence our testing of the distinction we are 
examining by considering three typical “infrastructure” industries: 
railways, coal, electricity. 
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(i) Transport is a public service; but in no Western European country 
is all transport nationalised. What, then, should be the relationship 
between, e.g., road and rail transport? Coordination, perhaps; I would 
agree wholeheartedly. But there are many types of freight (e.g. 
passengers!) for whom road and rail are genuine alternatives. Either 
the individual must choose which form of transport to use, or some 
other body must choose on behalf of the individual. This implies an 
implicit or explicit pricing system, which in turn implies a profit and 
loss account, and a willingness to cease “unprofitable services’. Such 
a policy must lead to some equivalent of the “Beeching Plan” for 
British Railways (this Plan has just been published, and suggests a 
very considerable reduction in the operations of the railways network). 
The result must be, surely, an abandonment of the public service 
system — what could be more in accord with “normal competitive 
mechanismus” than a plan whose main object is to make the railway 
system profitable? 


(ii) Both the National Coal Board and the Charbonnages de France 
were born as a response to a need to pursue the public good; the post- 
war fuel shortage and the underinvestment of the pre-war years led 
to the need for “coal at any price” policies on which the nationalised 
industries facon de penser was founded. What could be more in the 
public interest than fuel and power? And yet the coal industry in both 
Britain and France is now reacting to the forces of competition in a 
way which, if (fortunately) not identical with that of the bad old days, 
is at least similar: readjustment of price policies, output policies, and 
so on. It appears that a “basic industry” is not necessarily one which 
is shielded from the cold winds of competition. 


(iii) Finally, the electricity industry is indeed, at least in its role as a 
provider of power, virtually free from competition; and yet, both in 
France (and, albeit slowly and painfully, in. Great Britain), competitive 
type price policies, discriminating against high cost (peak load, geo- 
graphically, remote, etc.) users of electricity, have been enforced. The 
costs of electricity generation are not being recovered, like the costs 
of the postal service, by a “flat rate” charge to all users, but instead 
a highly complex tariff system has been devised, whose principles could 
(and do) find a place in the most laissez-faire of economic textbooks. 
Pareto would feel at least equally at home in Electricité de France, as 
would Robert Owen or Karl Marx. | 

Clearly, many basic industries seem to be forced to imitate normal 
commercial concerns. 


C. “Ordinary Commercial Enterprises” Which Act in the Public 
Interest. 


But the reverse is also true; pilot commercial enterprises do in fact 
and Should in theory act very much in the public interest, and they 
are in fact, and should in theory be constrained so to act. 


EN 
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(i) The best example of fact is that of the Renault factory in France. 
On paper, an absolutely independent firm, with a powerful and auto- 
cratic director; in fact, an enterprise which, in the matter of exports, 
of rate of investment, of pricing policy, of borrowing policy, of wages 
policy, has worked hand in glove with the Commissariat du Plan and 
with the more progressive fonctionnaires in the French Government. 
Throughout the last decade it has been claimed, the Régie Renault has 
dragged its competitors into industrial progress; when Renault invested 
in new plant, however great the apparent risks, the competitors had to 
follow or risk being forced out of the market by the low cost and 
Targe-scale production of Renault; when Renault used its profits for 
capital development, the others were compelled to refrain from dividend 
distribution; when Renault pushed up the price of labour, capital 
investment became attractive exerywhere. 


The “pilot plant” is only a pilot if it shows the way forward — 
administrative autonomy there must be, for the purposes of simple 
mechanical efficiency; but growth in efficiency implies a purposive 
control from an individual whose intentions are in tune with those of 
the pouvoir public. 


(ii) Theory surely supports this argument. The case for publicly 
owned enterprises to stimulate regional development—a familiar 
suggestion, no doubt, in Italy, but only recently becoming fashionable 
in Britain -—is perhaps one of the clearest examples of the argument 
for establishing “pilot plants’. Some such plants may indeed make 
commodities which must be sold in highly competitive markets — 
products, perhaps which might even (like motor cars) require frequent 
changes of design and technical innovation to maintain their sales: a 
case, surely, for independent management. Agreed— but such inde- 
pendence, invaluable for day to day decisions, must be overcome in 
several vital respects. For, surely, the need for such a pilot plant, if 
the need exists at all, is evidence for the proposition that no private 
firm would operate in the “development area”. To ask a publicy owned 
enterprise to operate along normal commercial lines where, by definition, 
no genuinely ordinary commercial enterprise has ventured an appearance 
is surely a somewhat paradoxical proposition; to put the matter 
somewhat technically, a firm whose object is to create external eco- 
nomies of scale cannot, without extreme artificiality, be asked to 
operate as if the external economies already existed. 


D. The Text Book and the Real World. 


We may now begin to draw together the threads of the argument. 
it may be useful to make a distinction between two sorts of economic 
systems — or, much more generally, between two sets of circumstances, 
both of which may, at a point of time, coexist within the same economic 
system. One way to describe these two sets of circumstances is to call 
one “a developed sector” and the other an “underdeveloped sector”: 
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for our purposes, we can regard the first sector as one in which there 
is no shortage of knowledge, entrepreneurial ability, capital, and so 
on, but merely a problem of organisation; and the second sector — the 
underdeveloped one— as characterised by a shortage of one of these 
vital ingredients of an advanced economy. 


Then ptblic ownership in the first sector can be regarded as an 
attempt to impose on the system a type of organisation or rationalisation 
which would be impossible under a regime of so-called competition; 
and public ownership in the second sector would be introduced to 
supply or to generate some of the resources, necessary for progress, 
which are lacking. Railways then, are in public ownership because of 
the organisational difficulties which Professor Saraceno recognises, 
and the coal industry because of the dual necessity for long term 
planning ard the reallocation of resources between different parts of 
the industry (although alas, this reallocation has not been very striking 
during 15 years of experience in both France and Britain); while 
public ownership, or government encouraged enterprise in general, in, 
say, steel plants in south Italy, must be designed to produce, and 
administered in such a way that it can produce, the development of 
previously unavailable resources. 

On This argument, the distinction between the two types of public 
ownership is not that the first is a “monopolistic public service” and 
the second a “purely competitive concern” to be run without inter- 
ference, but that they are designed to remedy different deficiencies of 
the econom.c system. 


Paradoxically, we might be tempted to summarise the discussion 
so far by suggesting that public ownership in advanced sectors — 
railways— (which Saraceno might call public service industries) is 
designed to imitate the results that perfect competition might produce; 
while public ownership in the backward sector — pilot manufacturing 
firms (which Saraceno regarded as necessarily competitive in its 
operation), nust be run as a “public service”. 


E. Is “the Imitation of Competition” All We Require? 


In the advanced sector, the deficiencies of profit maximisation and 
competition as a method of organising, e.g., an “optimal” traffic system, 
have frequently been analysed by stressing the difference between 
social and private costs and benefits: those actions which most improve 
the profit and loss accounts of individual enterprises are unlikely to 
maximise the benefits for society as a whole. To the extent to which 
this is true, our tentative conclusion — that the aim of public ownership 
in these sectors is to imitate competition — is markedly incorrect. 

We mae, however distinguish two types of divergence between 
social and private costs: 


(i) Those that arise because of industrial growth and progress; 
typically, perhaps, a “competitive firm” may invest the wrong amount 
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‘in the wrong way. I will not argue this point at length here, but 
suggest merely that such divergence between the private interest and 
‘the public interest is a problem to be faced by a “National Plan” 
(perhaps on the French model) for the economy as a whole, and not 
one to be tackled, necessarily incompetently, by one individual industry. 


(ii) Divergences caused by inter-relations at a point of time, rather 
than those taking place through time — e.g., the relation between a 
curtailment of rail services and the consequential increase in road 
congestion. It is the possibility of this sort of occurrence resulting from 
the pursuit of “competitive” goals by, eg., a nationalised railway 
board, that justifies, to my mind, Professor Saraceno’s insistence on 
the “public service” criterion being applied in this sector, despite all 
the other considerations I have advanced to the contrary. 


F. Should “Pilot Plants” be Exclusively Public Service Industries? 


Per contra, one has only to pose this question to see that the 
implicit rule I arrived at in Section D was a crude oversimplification: 
Renault would not be the success that it is if it were not for shrewd, 
commercial, competitive business behaviour; and a pilot plant in a 
‚development area serves little purpose unless by its success (if not by 
its profitability strictu sensu) it attracts other, similar, but privately 
owned concerns. 


G. Conclusion. 


The conclusion I would arrive at-— and, to the extent to which it 
is correct, I am sure that Professor Saraceno would agree —is then 
that all firms under public ownership need to combine some “normal 
commercia! calculations” with some Government interference designed 
to make them better “public services”. There is no simple rule of 
behaviour, no single set of unambiguous instruction, no automatic 
contro mechanism that can make our economic system work perfectly. 
All decisions made by individual managers may require modification 
by Government instruction must be carefully weighed and their com- 
mercial consequences assessed. This does not mean that, as a matter 
-of day to day policy, the life of a manager of a publicly owned enter- 
-prise must be made intolerable by constant interference, or that a 
sovereign Government should have its policies attacked by individual 
powerful managers. What it does mean is that the grand Baroni of 
public enterprise and the fonctionnaires who control then should meet 
frequently, discuss policies together, have a common framework of 
thought, and be responsible, together, to the same framework of 
democratic contro. 


. A: complex prescription, but the only one that we should strive for. 


SARACENO, WEISSER AND ROSENSTEIN-RODAN’S REPORTS 219 


Statement by Mr. Alexandre VERRET (France) 


The French delegation has asked me to put to you some of its 
ideas on planning in the public enterprise. I use the word planning in 
the sense which it usually has in France. And I shall be talking about 
the sort of public enterprise typified by the Charbonnages de France, 
Electricité et Gaz de France, that is large industrial and commercial 
concerns. 


Although they are very diversified, in their legal status, in their 
activity, and even in their aims, all public enterprises have in common 
that they are centres for rational decision making. 


They have this character principally because of the place they 
occupy in their respective sphere of activity, because they undertake 
service to the community, because they set up an economic and financial 
circuit, and because they provide an example for private enterprises. 


However free the enterprise may be in its management, it still must 
be under a sort of guardianship by the State, either directly or indirectly. 
And this is a very important, one might even say decisive, element if 
the necessary coherence of objectives peculiar to the public enterprise, 
with those lines of general action laid down by the plan of economic 
and social development of the country, is to be achieved. 


Thus it is, that the public enterprise has to plan within the frame- 
work of its own economic horizon, but in such a way as to ensure the 
compatibility of its projects with the hypotheses, directives and means 
drawn up by the central planning agency, such af the Commissariat 
général du Plan, in France. 


This central planning agency forecasts the rate of growth of 
national production; it lays down what are the general conditions for 
economic equilibrium, and it stresses what are the most important 
constraints, for example, in terms of use of labour force and balance 
of foreign payments. 


Thus the public enterprise has to use these different parameters as 
a frame of reference, and to conclude from them, using all the pro- 
cedures of economic techniques, what its own previsions should be, 
by taking into account the usual margins of probability. 


Thus the public enterprise is all the more forced into action of such 
a sort that its activity becomes essential in determining, to a large 
extent, the success of certain general previsions; another determining 
factor is that the public enterprise is able to take account of the inter- 
dependence of economic sectors. Moreover, its action is determined 
by state pressure, which may in some degree have a constraining 
influence on the enterprise, whether in its day-to-day management, 
or in ifs financing possibilities. 
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In France, a good measure of coherence, between the general 
objectives of the Plan and the particular programmes of the public 
enterprises, has been attained. 


And it is important to stress that the fitting-in of the two types of 
planning is achieved as a result of a constant discussion between the 
two partners, each of whom have equal opportunities of expressing 
themselves, facilities for presenting their own arguments and for 
fruitful exchange of information. By constantly comparing notes, they 
can make continuous progress in the field of economic information and 
economic technique. 

While it can be claimed that this process provides a surer way of 
achieving, in a coherent manner, objectives in the general interest, it 
cannot be said that, in every case, the particular interest of each public 
enterprise, in the strict sense of financial profit, can be wholly safe- 
guarded, at any rate in the short or medium-long run. ` 


It is not always easy to reconcile two apparently paradoxical 
policies: on the one hand, the consideration of the special interest of 
the enterprise, and, on the other, an explicit taking-into-account of 
the economic-social good of the collectivity. . 


. Even the ultimate purpose of the public enterprise is not-immutable. 
We have only to look at the example of European coal industries to 
see that for a policy of systematic production to overcome a shortage 
lasting for a fairly long time, there is now a move to substitute the 
economic criterion of supplying at the lowest possible cost. 


Besides, economic calculations are not the only ones to take their 
place in planning, and profitability is not the only criterion for pre- 
ferences. If we look again at the power industry, we can easily imagine 
that stability of supply can be one of the factors to be taken into 
consideration, and, thus, that some considerable corrections have to be 
made to the conclusions arrived at as a result of applying the profit- 
ability criterion by itself. 


. There is no doubt that theoretical reasoning often finds itself in 
conflict with practical difficulties. 


Indeed, the economy of the country is not perfectly fluid and there 
are physical, human, and often psychological, conditions which also 
have to be taken into account. | 


This is as much to say that, global decisions once having been 
taken by the public authority, one has to allow that the programme 
followed in each public enterprise cannot be drawn up merely on the 
basis of internal economic calculations, but that it must often follow 
from analyses that take into account external factors, imperceptible 
at the level of the firm, and which are, in the long run, the financial 
responsibility solely of the public authority. 

Thus there is no paradox in the coexistence of global objectives. 
fixed by the public authority, and decentralised decision-making bodies. 
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On the contrary, it is clear that the public enterprise can become an 
instrument for the realisation of a global economic policy, in so far 
as it can te both one of the essential factors of growth, and one of 
the control points of a general economic equilibrium. Par be it from 
us to propose that the public enterprise should be unconditionally 
committed o carrying out a general programme which is drawn up by 
outside authorities. On the contrary, the public enterprise — both 
because of its importance and because of the influence exercised by its 
management and its research organisation — should take part in 
defining the possible and desirable economic and social development 
of the country. 


Planning in the enterprise is concerned with its own prospects, it 
lays down what investments should be made, taking into account a 
certain number of parameters or hypotheses. 


Among the factors that always exist, the important role played by 
the interest rate and price policy is well known. 


The respective costs of operations that are peculiar to one firm, or 
‘operations that can be performed either by public enterprise, or by 
the private competitive sector, is calculated on the basis of a certain 
interest rate. The choice of rate is particularly determinative in certain 
spheres, for example in electricity, since it has an effect especially on 
the distribution between hydraulics and thermic capacity. 


In France, the Commissariat général du Plan decides what interest 
rate is to Le taken into account in their investment calculations by all 
its commissions. In this way, the Plan performs the necessary task of 
harmonising the choice of investments in different branches. A more 
complex problem is that raised by the choice of a pricing policy that 
is, what price should be eee for goods and services supplied by 
public enterprises. 


Public firms are so different one from the other, as far as their 
economic situation is concerned, that there is the widest possible variety 
in their pricing systems. These enterprises and the State are jointly 
responsible in this matter, even when the enterprise is subjected to 
reglementation which sometimes entails a loss of earning power which 
has to be compensated for, to some extent, by financial measures. Very 
soon, we hope that investigations, being carried out at present by the 
Plan and rational enterprises, will enable us to measure the possible 
effects on general economic growth and territorial development, of long- 
term activities by the State affecting, for example, power and transport 
prices. 


Another element that is linked to the content of planning, often 
imposing quite considerable restrictions on action, especially in 
industries that depend on manpower, is the problem of wages. The 
level of par in the public sector has an importance of which everyone 
is aware, the policy of firms, carried out with the agreement and pre- 
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liminary. authorisation of public authorities, exerting a more than 
negligible influence on the economy as a whole. 


Now, in the matter of wages, it cannot be doubted that, in many 
countries, there is no wages policy based on rational norms according 
{o economic theory. For most of them, there has merely been succession 
of hurried and impetuous actions, carried out under the pressure of 
circumstances, 


In fact, the absence of a rational policy for prices and wages can 
often compromise the internal equilibrium of the public enterprise and 
endanger its specific objectives. 


LS 


These few observations show how far concrete problems in the 
progress of public enterprises are linked to economic theoretical 
research. Without any doubt, we have to recognise the degree to which 
methodological progress, at each different level of economic information 
and technique, can influence both the drawing up of global plans, and 
the formulation of particular programmes for the enterprises them- 
selves. 


Collaboration between the public enterprise and the central planning 
agency, characterised by constant exchange of information, comparison 
of results and frequent technical discussions, leads to a more supple 
type of organisation, and a coherent and balanced whole. 


The Plan must gain from this collaboration, and the public enter- 
prise can, by this means, define more suitably and more completely 
its aims, and, in this very way, it can become an example of efficient 
co-operation, in which the loss of some freedom is amply compensated 
by the advantage of a discipline that is accepted freely and in an 
intelligent manner, 


Statement by Mr. Francesco COSTARELLI (Italy) 


I would like to ponder a moment on the terms: planning and pro- 
gramming, and to discuss how far one can plan and programme in a 
régime that is free, even though it does not espouse economic liberalism. 


The plan takes into account: order and distribution, size, regulations 
and system, all organized for a general end as well as particular ends, 
The plan, whoever proposes it, in a modern, free régime, is an 
instrument in the hands of anyone who wishes to use it. It is first 
of all a technique -— but one which reflects a political aim, the policy 
of an authority making choices and decisions about the objectives and 
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the theme or themes, as well as about the limits, of planning. But 
the content of the plan can become reality, action, enterprise, only 
through the intermediary of programming. Programming is essentially 
the application of the function time (y(t)) to the elements, and fo the 
content of a plan. The simple fact that time is one of the dimensions 
of an enterprise’s future (that is to say, of its activity) makes it obvious 
that there is a link between the programme and the enterprise. 


Thus, the programme is an internal technico-economic factor 
peculiar to the enterprise. 


The political authority provides for the technically qualified agencies 
that draw up the plans, the themes and the elements, and especially 
the aims and the limits, of the proposed plan. The final act of 
sanctioning the plan puts it at the disposal of those who will apply it, 
not as a definitive static thing, but as a living element which can be 
perfected further and can benefit both public and private enterprises; 
to programme means to act. In this way, public authority performs 
the most valuable service possible to the economic interests of the 
enterprise and of the collectivity in that, by means of the plan, there 
is created a nucleus which leads all initiatives, like so many tributaries 
of a river, towards the public good. But political intervention should 
not be extended to include programming. Even in an wholly collective 
economy, ii order, rules, technique, and economic efficiency of the 
enterprise are to be respected, even when wholly subjected to the public 
plan, one cannot allow unification to go so far as to identify absolutely 
the agency which makes choices, studies and adopts plans, with the one 
ihat draws up programmes and puts them into action. 


In the interests of clarity, just as on the scientific and technical 
plane they must be distinguished, because of their significance, their 
content and their aims, the distinction between choices, plans and 
programmes should be maintained; the competence and limitations of 
public authority, and of public and private enterprises should be defined, 
each one being allowed to act only within its own field of competence. 


All of this might seem obvious, and this reminder can appear super- 
fluous in an assembly which is as qualified as this one. But the 
increasing frequency with which the terms “plan” and “programming” 
are used one for the other, in qualified political circles, culminating in 
the substitution of one for the other during the same meeting or in the 
same speech or document, makes it imperative for me, as a planning 
technician, to raise this question here, in the hope of clarifying the 
issues. 

In spite of assurances, of which Mr. Pisanelli, as representative of 
the Italian Government, has reminded us, entrepreneurs are still sus- 
picious, and worried about these matters. 

Not enough importance is attached to the serious matter of an 
initiative by the public authority — which can have grave consequences 
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not only for general planning (general in the technical sense of degree, 
not of extension) but also for programming. : 


I mention the concern of enterprises, not only private, but also 
public enterprises; and this is where I come to the heart of the matter, 
because the effects of a vague and unclear guidance, especially, but 
not only, on the technical plane, would be as serious for a public, as 
for a private, enterprise. 

I said “not only on the technical plane”, because intervention and 
initiative by public authority in programming reduces to a purely 
instrumental level the functions of public enterprise, which if this were 
to happen, it would be better merely to name “a technical or techno- 
logical agency” of the government and the communes. 


The report on programming in the public enterprise rests on two 
interdependent assumptions: | 


— that public authorities limit their own initiatives to general 
planning; 

— that the public enterprise should be truly and responsibly auto- 
nomous like any private enterprise. 


Let the State, or the municipality, choose which activities it is 
going to call service industries and decide if, where, and to what extent, 
it should intervene; the public utilities should be treated like the 
manufacturing industry; it should also be decided whether operational 
sectors of determinate scope should be allowed monopolistic position. 
Otherwise programming by public authorities should be limited to 
public services, and to infrastructures, while programming within enter- 
prises, public or private, should be an internal responsibility. 

General public programming in a free economy is not programming 
in the ordinary sense of the term, which would be technically impossible. 

Let political considerations inspire and determine- planning; pro- 
gramming should be left to the directors of the public or private 
enterprise. 


Statement by Mr. Charles MOREL (France) 


I shall try to outline my point of view as a trade unionist whose 
particular concern is the rapid pace of technical progress, but who does 
not overlook the causes whereby many workers still have an insufficient 
purchasing power, despite the continuous increase in output and pro- 
ductivity. . 

In our age the role and the duty of the government is to guide and 
to co-ordinate production, in order to ensure that expansion keeps step. 
with progress. Furthermore, the government must closely follow the 
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development of productivity and at the same time protect the nation 
against the risks of under-employment or even permanent unemploy- 
ment, 


Now that the watchword of the “laisser faire” has become obsolete, 
most countries have introduced or advocated planning in public under- 
takings and have also invited private entrepreneurs to do the same, so 
that they should not be out-distanced; this has resulted in a kind of 
industrial and even agricultural competition that is likely to benefit 
everyone concerned. 


But however attractive these planning methods may appear in 
theory, they are not always so in practice; unforeseen events may, in 
fact, occur and invalidate the forecasts of a plan drawn up for several 
vears. 


Seesaw movements should therefore be avoided in both nationalised 
and private industries, so that growth may be as regular as possible. 
Consequentiy no production factor should remain inactive or inade- 
quately used. 


In accordance with the above ideas, we have seen how, after World 
War II, the necessary steps were taken to apply planning to the 
requirements of each individual country. Some of the key industries 
were nationalised or directly controlled by the governments, This was 
followed by the drawing up of plans covering four years or even 
longer periods. 


But all is not perfect, far from it. In some cases nationalisation 
was vitiated from the start by being incompletely applied. This was 
the case with Charbonnages de France. The nationalisation of coal 
mining was only applied to extraction, while the commercial side of 
it was left out entirely. As a result, there have been great differences 
between the wholesale price at the mines and the retail price. 


On the other hand, coal was needed at ali costs, and the French 
Government has therefore invested tremendous sums. Although pro- 
ductivity has risen proportionally, the ex mine sales price of coal still 
remains below the cost price. This one-sided policy has benefited other 
public undertakings, which have shown a stronger growth. Moreover, 
in the course of time other sources of energy entered into successful 
competition with coal. This led to a revision of the five year plan for 
the production of coal in France; while it had initially provided for 
an annual output of 60 million metric tons and existing facilities even 
allowed for a top capacity of 65 million tons, the revised figure is 53 
million tons and is scheduled to be reduced to 50 million tons in the 
future, 


The results soon became obvious: mines were closed down and 
the labour force was significantly reduced. This did not, however, 
bring down the deficit of the nationalised coalfields proportionally. 
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In the further course of events, the hierarchy was abolished, wages 
slowed down and put under pressure. The consequence was the 
reaction of the French miners with which we are all familiar. 


It is my belief that, to mend all this, planning must be adopted by 
public undertakings, all the more so since competition is vitiated by the 
anarchic state of the energy market in general. 


Considerable differences reside for instance in the production cost 
structure and the inequality of related charges borne by the coal mines. 
H should therefore be a major objective to bring the conditions of 
competition into harmony and to adopt, in particular, a system allowing 
for price adjustments. 

Planning will pay as long as it is accompanied by a study of the 
development in all sectors of national production, of the consumption 
potential and of the possibilities to export surplus quantities. 

In recent times round-the-table conferences have been introduced, 
where both producers and the trade unions are represented. It is to 
be hoped that this initiative will be beneficial to the workers as well 
as all other social strata. I am convinced that this will be a useful 
contribution to bring planning in public undertakings the greatest 
possible success. 


Statement by Mr. Karl PROBSTING (Austria) 


Professor Saraceno was justified in pointing out that business 
conditions should be no worse for collective-economy undertakings than 
for private enterprise, particularly so, since in the case of integration 
some of the public undertakings would have to take on a different form. 


There is no justification in the reproach, frequently heard in dis- 
cussions, that collective-economy undertakings enjoy fiscal or other 
advantages. Tax reliefs for collective-economy undertakings are un- 
known in Austria and probably in many other countries. In fact, the 
sustained, vigorous campaign conducted by private enterprise for the 
abolishment of financial advantages and the institution of equal starting 
conditions has led to a reverse situation, and the watchword today is 
to stop discrimination against collective economy. The truth is that 
collective-economy undertakings today are not alone burdened by 
charges outside their line of operations but are also restricted in their 
business policy. Despite this fact some representatives of private 
economy continue to attack the municipal utility undertakings which 
for several decades have proved their efficiency and have become an 
important, indispensable corner-stone of collective and modern economy. 


In this connection, the attitude taken by the Austrian Federal Board 
of Economy (Bundeswirtschaftskammer) on the issue of the reorganisa- 
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tion of municipal legislation in Austria provides an interesting clue. 
The Board held that municipal activity should be essentially restricted 
to the functions incumbent on the State. This view was rejected by 
the National Assembly, which has accepted the Bill presented by the 
Austrian Federation of Municipal and Rural Communities and the 
claims made by the Fifth International Congress of Collective Economy 
in Vienna; as a result, the municipalities have obtained the right to 
engage freely in any business of an economic or financial nature. 


In spite of this great success, there is no lack of difficulties. Private 
enterprise and its representatives in private or public bodies have 
been able to use the means of public information, in particular the 
press, for creating a resentment of collective economy. It is not easy 
to understand how this is possible, for in difficult periods such as the 
severe winter we have just been through collective economy has shown 
that it.is perfectly capable to cope efficiently with excessive charges. 
The electric monopolies worked well and none of the factories had to 
close down; in fact, with the exception of one or two small incon- 
veniences, life continued almost normally. 


The fact that, in spite of all this, the work done by collective 
economy has not received adequate recognition, is in my view largely 
our own fault. We do not give our achievements enough publicity. 
Our work will only receive recognition once the population is suffi- 
ciently and adequately informed of all the planning that goes into it, 
its difficulties and its successes in production, services rendered and 
utilities supplied. We must not omit to talk of our work again and 
again — before the economic federations and boards, in the schools 
and universities and, last but not least, in the ministries. It must be 
clearly pointed out that collective-economy undertakings, by working 
for the welfare of all, often subsidise private enterprise and individuals 
by fixing prices and tariffs below cost, and therefore do not deserve to 
be ridiculed for working at loss. Only an intensive information cam- 
paign can secure general recognition for us and not least of all for 
the persons in our employment. 


Statement by Mr. Bruno PICKER (Italy) 


I listened attentively to Professor Saraceno’s speech, and while I 
understand that planning in the public enterprise: (1) defines and 
delimits the responsibility of the managers of the enterprise; (2) makes 
concrete the non-economic aims that are dictated to the enterprise by 
Parliament, I am not clear how such a programme can help the putting 
into action of these very non-economic aims. 
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I think that this is one of the most important economic problems 
that any public enterprise has to face —— for its primary aim is not to 
achieve profitable return on capital; it is also the most difficult problem 
to solve, especially when one has to pass from generalisations to 
concrete cases, even though the generalisations themselves, in this field, 
are difficult to formulate. 


Therefore I ask Professor Saraceno what, in his view, are the most 
appropriate means for arriving at the estimation of the costs in 
question: whether the criteria of the economy of the firms should be 
used — that is, whether decisions should be taken within the firm, 
according to projects and information on costs and returns; or whether 
the criteria of general economy, outside the firm, should be utilised, 
by comparing the social advantages and disadvantages, calculated for 
a long period and not merely for the short run. 


However it might be possible to find a solution to unite these two 
methods of evaluation, and this might lead — within the limits of the 
public enterprise itself — to the establishment of some common ground 
between macroeconomics and microeconomics, which still today too 
often operate on different levels without ever meeting, taking no notice 
of each other, to their mutual disadvantage. This twofold method of 
evaluation could either limit the area of uncertainty or serve as reci- 
procal verification. 


A second area of doubt is concerned more with the drawing up 
of objective criteria for evaluation; for it is true that an element of 
subjectivity can enter into the establishment of the aforementioned 
costs, as a result of an attempt to influence public and parliamentary 
opinion. 

May I elaborate? Normally the different types of production and 
services are known only by the concerns themselves and, particularly 
when these concerns are grouped, it is difficult to evaluate them auto- 
nomously, so that there is little point in external control which becomes 
purely formal. 


The individual enterprise or the public group will tend to widen 
as much as possible the margin of cost attributed to non-economic 
ends; and, as it is the Parliament which must approve programmes and 
evaluate such costs, the enterprise will act‘in such a way that public 
opinion — and its representatives in Parliament — will assess at a 
high cost these non-economic ends. 


If the concern is able to influence public and parliamentary opinion 
in such a way, it is probable that within this same enterprise there 
will be uncontrolled, inefficient and wasteful expenditure. 


On the other hand, when the concern has not got this sort of 
influence, it could happen that there is no recognition of the minimum 
limit of the cost of non-economic aims, resulting in difficulties for the 
concern, which is allowed little elasticity and autonomy of management, 
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Finally I should like to ask how precise in its analysis the pro- 
gramme presented to Parliament should be. I think that it should be 
no more than a general sketch programme, rather than one which 
concerns investment in productive capacity and projects for financing 
this investment. I think it even less possible, both because of the type 
of forecasts required, and because of the nature of Parliamentary 
control, to formulate programmes concerning complex management 
problems in the public concern. 


In any case, it would be interesting to study, within two extreme 
limits — on one hand, a wide and general long-term definition of object, 
and, on the other, a too detailed interference with the enterprise by 
bureaucratic institutions, taking away all elasticity of action — up to 
what point (which would probably differ according to different type 
of concern and the different historical circumstances) there should be 
intervention by programmatic control from the State. 


In order to find the solution to this last problem and to many 
others which concern the public enterprise, we must consider primary 
importance of the human factor in all grades of work, but particularly 
at the management levels: that is, what is technical competence, moral 
responsibility and desire for welfare worth to the enterprise? 


It is precisely in the solution of human problems— problems of 
organisation, responsibility, in the continuous attempt to fit people 
better for their different functions, etc. — that the public enterprise can 
sever its connections with that outdated state of mind which still guides 
many other enterprises, in which the primary aim is the unlimited 
increase of return on capital, without considering negative effects on 
the individual and on the community. 


Thus we must convince ourselves and convince others—if this is 
considered possible — that there is greater utility, especially in the long 
run, in increasing the profits of collective enterprises, than that each 
individually should increase his own personal income, independently 
of the disadvantages that others might suffer from this practice; and 
for this reason we need more civic education, and a greater sense of 
moral and national good. 


Statement by Mr. Franco SIMONCINI (Italy) 


It seems to me that, notwithstanding the fact that the theme of this 
debate is “planning in the public enterprise”, we must not leave out 
of account the intimate connection between two aspects of the problem: 
the role of the public enterprise in general economic planning and 
planning within the enterprise itself. 
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I think moreover that we should avoid the pitfall of being too 
abstract, by attempting to define in aprioristic and universal terms the 
role of the public enterprise in the framework and in the perspective 
of economic planning, leaving out of account three essential factors: 
the type of economic régime in which the enterprise operates, the type 
of planning adopted, and the type of public enterprise that is being 
discussed. 

As regards the type of economic régime, it would seem to me 
equivocal and even unsatisfactory to define the systems in which we 
have to operate simply as “market economies”. In reality they are 
complex systems, in which the market economy as a whole is subjected 
to the coordinating, stimulating, regulating and orientating control of 
the State and in which there is coexistence of private and public enter- 
prises of both production and exchange. 


Given that this is the type of economic régime in which we must 
operate, it is obvious that its very nature excludes, on the one hand, 
the total planning of completely imperative nature found in col- 
lectivised régimes, and, on the other, the mere provision of indications 
of a technical or forecasting nature for the purpose of information; and, 
in the no man’s land between these two extremes, programming can 
make the choice between various solutions, depending on the socio- 
economic problems of the time and the environment. 


The type of programming adopted is thus characterised by two 
fundamental and closely interdependent elements: the aims and the 
instruments, 


Within this framework, the public enterprise stands out in two 
ways: as an instrument specifically adapted for the achievement for the 
aims of programming, and in any case as the subject of economic 
activity oriented towards these aims. 


But it is obvious that an instrument cannot be chosen and employed 
in a way which does not correspond to its own nature. And the nature 
of public enterprises can be multiple, and as a matter of fact in ltaly 
there is a very large variety of such enterprises. In effect, in Italy, 
state management, direct or indirect, of the activities of production 
and exchange can be classified under the following heads: (1) direct 
ministerial management; (2) autonomous state concerns, which are 
indirect agencies of the State, without their own juridic personality 
(save in one case); (3) public economic corporations, with juridic 
personality under public law, which become public enterprises in the 
strict sense when their predominant objective is a development of 
economic activity of production and exchange; (4) the State or public 
corporations can hold shares in joint-stock companies, that neverthe- 
less keep their character of privately owned enterprises. To these 
should be added those enterprises subjected to local authorities. 


It should be clear that the State cannot choose haphazardly between 
these types of enterprise, but should, from time to time, relate its 
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choice to the goals to be aimed at and the suitable means of achieving 
them. 


Above all, a firm line should be drawn between the publicly owned 
types, and the privately owned types in which there is public inter- 
vention. 


At this point, we can clearly see the relationship between the public 
enterprise within the plan, and planning within the public enterprise. 


When an activity is directly concerned with ends of collective 
interest — which obviously however do not exclude economic viability, 
but regard it as subordinate to the achievement of the public good — 
the only possible form of organisation is the public one. This is the 
case for certain essential public services. If anything, experience 
suggests that more elastic and modern forms of management, “public 
corporations”, are to be preferred to the more rigid insertion of the 
enterprises into the administrative apparatus of the State (direct control 
and state concerns), allowing the concern to be conducted in a less 
restricted way, increasing its economic advantages and its technical 
efficiency. 

When specific aims of collective concern can be pursued by means 
of activity, which, by its nature, involves the pursuit of profit, these can 
most usefully be achieved by means of privately owned forms with 
state participation. 


It is obvious that the first form of intervention is, by its very nature, 
exclusive and permanent; the second is dependent on estimations made 
about the character, the capacity, the adequacy of the private enter- 
prise — in connection with the exercise of activity, relevant to the 
harmonious and efficient development of the national economy. 


In the first case, identification between the aims of economic planning 
and the aims of the concern itself is immediate and constant, so that 
planning within the enterprise becomes a mere offshoot of the general 
economic plan. 


In the second case, the predominance of public aims is most obvious 
in the initial stages, when investments choices are made concerning 
location and the sector to be developed. On the other hand, during the 
actual running of the enterprise, the liaison between public ends and 
the form that entrepreneurial activity takes (i.e. private enterprise) 
has to be made at the managerial level. 


In any case, in an economy in which the State has no intention of 
making a minute programme of the acts of production and exchange 
(which would not be legitimate even from a juridico-constitutional point 
of view), but is more concerned with assuring that certain essential 
indications should be given about the choice of geographical location 
and sector to be developed, the decisive moment is precisely that when 
those choices are made, — especially when, as in Italy today, pro- 
gramming is essential above all to overcome structural disequilibrium — 
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and it is then that guidance should be given, by means of decisions 
about public investment and by guiding private investment, taking 
into account infrastructures, incentives, obstacles, and public enter- 
prises themselves. 

Within this framework, the solution to another important problem 
appears fairly easy and natural, as long as there is really the will to 
solve it: the problem of the participation of workers in planning at the 
level of the firm. 

The. same problem exists for private concerns, but we will not -be 
able to talk about that here without transgressing the limits of the 
theme of this Congress, 

In public enterprises, however, this problem is a donay salient 
one, as we have pointed out. 

We should also say that in public enterprises the solution of the 
problem appears to be facilitated by the fact that the choice of funds 
takes place at a higher level and at an earlier time, than discussions 
about planning at the level of the firm, so that these are particularly 
concerned with technico-productive organisation and increase of pro- 
ductivity. 

There is no doubt that within this EEN workers’ participation 
appears essential, and the very nature of the enterprises implies some 
institution of workers’ participation in decision-making, closely linked 
with the aim of allowing the workers’ personalities full development 
within the enterprise. 

As for the allocation of funds (the necessary preliminary and the 
lode-stone for policy decisions within the firm) this should be made in 
its turn with the participation of trade union representatives — a con- 
crete beginning has already been made in this direction — at a level 
which allows them to place their own estimations and autonomous 
discussions within the context of the great problems of the economic 
life of the country. And we dare to affirm that the communal interests 
of the workers, and the potentiality of full development of trade union 
representation in these matters, are linked to the solution of these 
problems to such a degree that the task of the trade unionist, far from 
being concerned with an agglomeration of particular problems, now 
embraces the problems of the whole of modern democracy and the 
fundamental concern of our society. 


REPLY BY PROFESSOR SARACENO 


My report hinges on one fundamental matter-for concern: is it 
possible to establish within the public enterprise a sort of separation 
of powers, between the powers and responsibilities of those concerned 
with management, and the responsibilities of those authorities who have 
to see that public enterprises fulfil ends which are not economic? 


According to several speakers, notably Mr. Morel, this is the most 
important problem, and it has not been solved. 


I should like to point out that when I speak of “programme”, in my 
written report, I am thinking of the public enterprises programme as 
being different from a national programme. The national programme 
must be fulfilled by a government agency; the programme of the enter- 
prise is a tool of management which public, as well as private, enter- 
prises can make use of. 

I am in complete agreement with Mr. Posner when he rejects the 
distinction between public service enterprises and industrial enterprises. 
He is right, because he takes a different standpoint from myself, as 
becomes obvious in the last part of his text. 


The main difference between the two types of enterprise, is in the 
conditions of exploitation. A public service can be carried on in very 
special conditions; this is not the case as regards industrial enterprises 
which are in direct competition with private enterprises. This is the 
fundamental point which we must bear in mind. 

Besides, even when public enterprises have total control over a 
sector of activity, they are still subject to competition from imported 
products. Mr. Verret has pointed this out very clearly, when he spoke 
about Charbonnages de France. 

Mr. Picker, for his part, has raised the question of how we are to 
evaluate the non-economic aims of public enterprises. 

The key to the system that I have sketched out is that public enter- 
prises can let the State known the additional cost of ains that a private 
enterprise could not even envisage. The private enterprise, not having 
the same objectives as the public enterprise, probably has lower costs. 

I should like to point out that the fact that differences in type of 
activity do not invalidate the system of reasoning. 

The cost of public objectives can be evaluated on the basis of a 
notion of alternative costs. The public enterprise should work out what 
its costs would be if it had no links with public action, and, then, what 
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costs it has to bear because of objectives imposed by public action. 
The difference between the two should be borne by the State. 


Theoretically, this difficulty can be overcome by using the notion of 
alternative costs. 


J am not quite certain whether Mr. Psaros-— who makes a very 
useful distinction between programme and planning — agrees with my 
distinction between the programme of the enterprise and the programme 
of development. They are two different things which correspond to a 
new type of separation of powers, imperative for the modern State. 
On the one hand there is the power of the executive, which determines 
what objectives are to be aimed at, and, on the other hand, the power 
of production units which have to try to attain as far as possible these 
ends in the most economic manner possible, that is, by reducing to a 
‘minimum, not losses, but the cost of the activity pursued. If we were 
willing to introduce this system, there would be no more deficits. ` ` 


A thing which is harmful to the public enterprises is the fact that 
it is difficult fo determine if a deficit is the result of a pursuit of the 
public good or of inefficient management. Obviously a deficit can 
exist, but the system within which these enterprises have developed 
during the last fifty years has created confusion, so that no distinction 
can be made between the deficit of a public enterprise and the cost of 
those public aims which the community feels should be borne by the 
taxpayer. 


DISCUSSION OF Mr. WEISSER'S REPORT 


Statement by Mr. Jacob L. MEY (Netherlands) 


I should like to make a single remark only supplementary to Pro- 
fessor Weisser's excellent introduction. I wish to look at the co- 
operation of producers in particular and not at the consumers’ co- 
operation. | 


Looking at an enterprise whatever it may be one can see it as a 
combination of several functions. 


Technological and other developments tend to make it profitable to 
execute some functions on a larger scale, but usually not all, Concen- 
tration is necessary only for those functions where large scale gives 
particular advantages. That is just what co-operation is doing. It is 
combining those functions where large-scale production is advantageous 
and leaving the other functions to the individual co-operating enter- 
prise. For instance nursing cocos does not need a very large farm, but 
making condensed milk does. Moreover sillery condensed milk, made 
in Europe, in an African or Indian market causes a need for a still 
larger enterprise. Thus we have pretty small farms co-operating to 
make cheese and other dairy products in co-operative factories and we 
have co-operation of those co-operatives to sell their products abroad. 

In this way we get a co-operative system of a large number of small 
enterprises, a smaller number of co-operative industries and a still 
smaller number of co-operatives of those latter co-operatives. This 
system is from the outside similar to the large mergers of our days. 


There is still an important difference however: If we merge enter- 
prise to enterprise until we get such systems as Royal Dutch-Shell, 
Unilever, Standard Oil and so on, authority and responsibility are more 
and more concentrated in the hands of a small group of managing 
directors, 


In the case of a co-operative system, the ultimate authority and 
responsibility is still in the hands of the original co-operating enter- 
prises, the latter maintaining in a substantial degree their independency. 
On the contrary within the merger, the independency of the original 
enterprises acquired by the merger is totally lost. 


Thus there seems to be an alternative in many cases between 
merging and co-operation. The consequences of merging is that our 
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industrial life is controlled more and more substantially by smaller and | 
smaller groups of people. 


On the contrary the consequence of co-operation is the other way 
round. As co-operation grows more and more small enterprises are 
involved in its policy and remain responsible for that. 


If we do not like to be governed by a smaller and smaller group of 
top managers, we may prefer co-operation to merging. 


In fact however it seems that merging is prefered as mergers are 
growing in our days like mushrooms in a humid wood. Nevertheless it 
seems worthwhile to ask whether we can reach technological or other 
supremacies only by merger or that they can be reached also by co- 
operation. 


In the latter case, I would prefer co-operation. It gives small enter- 
prises a chance to retain a substantial measure of independence. I 
believe in the necessity of small enterprise because I believe in the 
necessity of maintaining an independent middle-class in our society, 
an independent middle-class as a counterpart of public enterprise and 
merger as well. Therefore small enterprises and co-operative industries 
ought to plan whether specific functions can be executed better on a 
large scale and co-operate for that. 


In this way, we maintain an industrial democracy on a direct manner 
and not indirectly, that is, by means of political democracy as is the 
case with public enterprises. 


Statement by Mr. Ruggero AMADUZZI (Italy) 


The XXVIth Congress of the National League of Co-operative and 
Mutual Assistance Societies, meeting in Rome in February 1962, at the 
conclusion of its activities, approved a declaration of policy in which, 
among other things, it was stated: 


“The Co-operative Movement must always remember that cut an 
organised system — and not an individual enterprise which wishes to 
enter into competition with a monopolistic concern — can lead to an 
anti-monopolistic battle on a wide front. Thus we must lay aside the 
old idea that a co-operative enterprise should be a sovereign agency 
that does what it likes. We should also pass beyond the idea of 
programming as spontaneous and fragmentary. To a unified pro- 
gramme designed to fight against monopoly should correspond a unified 
and coordinated programme of economic initiative, of investments, of 
distribution of resources, since only in the framework of this type of 
programme can ae true sovereignty of the fundamental organisation 
be defined. 
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It follows from this that, more and more, the provincial Federation 
of Co-operatives, the Regional Committees, the National League, in 
the realm of their respective field of activity, should be viewed as 
agencies for management, coordination and development of investment 
initiative.” 

This resolution is the result of a long debate, which has been going 
on several years within the movement, and which was intensified during 
the preparations for the Congress. 

The need for programming had become more and more recognised 
in the Co-operative Movement: the realisation that the movement was 
at a relative standstill, in a phase of rapid expansion for the Italian 
economy as a whole in the last few years, the recognition that the 
spontaneous development of co-operative enterprises was insufficient, 
the understanding that new techniques were only tardily assimilated by 
the co-operative concerns which rarely expanded at a sufficient rate, 
the necessity of overcoming geographical disequilibrium in a movement 
which was traditionally concentrated in some regions of the North 
Central region; all of these factors contributed to the strengthening of 
the recognition of the need for programming. 

Moreover, the recognition of this need within the co-operative enter- 
prises themselves was reinforced by the fact that a wider discussion of 
economic programming was going on in Italy as a whole, both at the 
national level and at the regional and local level. The Co-operative 
Movement participated actively in this debate, and has contributed to 
the drawing up of regional and local plans for programming. 


The final resolution of the XXVIth Congress indicated as specific 
objectives of economic policy founded on programming: 


“(a) increase in production of the national product with the specific 
aims of achieving: full employment of manual and intellectual 
workers now unemployed or underemployed; increase in labour 
productivity and improvement of the standard of living of under- 
privileged classes; the putting into operation of all those economic, 
social and legal measures which will allow women to take up a 
new position within the society; the resolution of housing problems, 
education problems and problems of social security; the elimination 
of such poverty as still exists; 


(b) the harmonious economic and social development of the whole 
country, giving precedence to the effective solution of the problem 
of the South, encouraging the liberation and development of 
Southern productive forces and preventing these regions from being 
subjected to new forms of exploitation by the great monopolies.” 


Within the co-operative movement, programming should have the 
following aims: 


— the overcoming of the stagnation within the Co-operative Movement 
and the encouragement of development of co-operative enterprise, 
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by means of a programmed expansion of existing concerns and a 
creation of new concerns; gëf 


— the modernisation of co-operative structures by means of the intro- 
duction of new techniques and reorganisation to achieve more 
efficient size of enterprise; 


— the spread of the Co-operative Movement to those zones where it 
is at present weak or scarcely in existence, in particular the South, 
and in new centres of urban and industrial settlement; 


—- a more rational and coordinated employment of the resources of the 
Movement itself and of those which can be obtained from the 
credit system, whether by normal means or through special facilities; 


— collaboration between the Co-operative Movement and local corpo- 
rations (communes and provinces) in the realisation of initiatives 
of public or social character (markets, plants for the storing of 
agricultural foodstuffs, sales centres, self-service restaurants, 
workers’ housing projects, social services, etc.); 


— the strengthening of interco-operative economic organisations 
whether provincial or national (consorzi); 

— the introduction of Co-operative Movements, in coordinated and 
communal form, into the front line of the battle against monopoly, 
insisting on the needs and claims of public programming at all 
levels (in the commune, the province, the region and the nation), 
and attempting in particular to encourage association among small 
shopkeepers and artisans. 


The methods and the instruments adopted in order -to realise this 
programming are: 


— at the level of the co-operative concern, that there should be drawn 
up and presented to the annual meeting of members, not only the 
traditional balance sheet showing income and expenditure for the 
year, but also an estimate of the cost of realising a programme 
of investment spreading over several years, designed to modernise 
existing structures and create new enterprises. This estimate should 
point out how much of these investments can be financed from 
the internal resources of the co-operative, and how much would 
have to be borrowed; 


— at the provincial level, that Provincial Federation of the co-operative 
should draw up a programme covering several years of investments 
concerning co-operatives and existing provincial societies and those 
which should be newly established. At this level there should be 
coordination of the initiatives of the different co-operatives and 
the different sectors (consumption, agriculture,’ production and 
labour, housing, etc.) so as to avoid duplication and competition, 
and to ensure the most efficient use of internal resources of the 
co-operative, as well as those which are obtained on the credit 
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market by normal means or by special facilities, in accordance 
with the criteria of priorities laid down by the Congresses; 


— at the level of the National Associations for differend sectors 
(consumption, agriculture, production and labour, housing), that 
there should be drawn up general directives and advice about the 
way in which investment programmes should be put into operation, 
about the choice of types of enterprise and where they should be 
located, and how national societies concerned with individual sectors 
should be encouraged and consolidated; 


— at the level of the National League of Co-operatives, that there 
should be not only encouragement and control of the activities 
already mentioned, but also a programme of investments for the 
South should be drawn up and for those enterprises that have more 
relative economic importance than those of merely provincial or 
regional character, and which require for their realisation grouping 
and coordination of resources on the national level. 


The programming of the activities of the Co-operative Movement is 
particularly complex in Italy, for the National League of Co-operatives, 
National Associations which are members of the League, and Provincial 
Federations which are the geographical branches of the League, like 
all the rest of the co-operative organisations, are under Italian law 
“associations of tutelage and representation” and are not directly 
concerned with economic activities. 


However programming can be laid down on general lines by the 
Associations, and can be put into concrete terms by the individual co- 
operatives and by their provincial and national societies. 


Apart from this particular structure of the co-operative movement, 
there are other obstacles and objective limits to effective programming: 


— the high number of existing co-operatives (there are 7,858 belonging 
to the National League); 


— the lack of balance in geographical distribution (the Co-operative 
Movement is concentrated both as far as number of co-operatives 
is concerned and as concerns the source of their funds, in a few 
provinces of North-Central Italy); 


— the weakness of the national economic societies (consorzi) which 
have not yet sufficient assets and which exercise their activity 
mainly in the field of collective buying and selling; 


— the insufficiency of underwritten and paid up capital, the narrow 
margin of self-financing in the co-operative enterprises and the 
difficulties imposed by Italian legislation on the collection of 
members’ deposits; 


— the necessity of having recourse to bank loans, whether by normal 
means or using special facilities, means that the realisation of 
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initiatives depends on how far the onerous guarantees required by 
the banking system can be given; : 


— in cases in which existing legislation provides for the concession 
of contributions on capital account and interest account by loans 
from the State, or other corporations (like the Fund for the Develop- 
ment of South Italy) the realisation of co-operative schemes depends 
on the discretional power of the administration for conceding or 
otherwise of such contributions; 


— there are greater and greater difficulties in finding the necessary 
technical and specialised personnel, who in the present stage of 
economic expansion, are attracted by the higher salaries they can 
get in private enterprises; . 

— the existence of different national organisations of co-operatives 
(besides the League there is also the National Confederation of 
Co-operation, and the General Italian Association of Co-operatives) 
prevents the realisation of communal endeavours especially at the 
national level. 


in spite of these difficulties, considerable progress has been made in 
programming: | | | 

— the four provinces in which the Co-operative Movement is the most 
developed (Reggio Emilia, Modena, Bologna and Ravenna) have 
drawn up programmes for development covering several years 

- concerned either with the sector of consumption, or the agricultural 
. sector, production and labour and construction of housing; 

— partial programmes are being drawn up in other provinces; 

— the National Association of Consumers’ Co-operatives is drawing 
up programmes for the transformation of networks of co-operative, 
distribution in the big towns, including the opening of supermarkets, 
big co-operative stores and the substitution of little shops with 
traditional service by a network of big self-service stores. At 
present a programme for opening self-service restaurants is in 
process of completion; 

— the National League is at present drawing up a programme of 
investment for the South and for the Italian Islands, which include 
communal canteens, centres for market garden produce, establish- 

. ments for the preparation and preservation of tomatoes, vegetables 
and fruit. 


Already in this first phase of programming activity, we have seen 
the need for a close coordination of programming in the movement 
itself with the more general efforts of public corporations, state, regions, 
provinces and communes. 

The Co-operative Movement needs, on the one hand, to hnow what 
programmes of investment are being planned by public corporations, 
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on the other to make sure that their own needs are served in the 
drawing up of these programmes. . 

And yet the Co-operative Movement has been excluded, in spite of 
its remonstrances, from the Commission for Economic Programming 
which was last year set up by the Italian Government. On the other 
hand it does form part of the Committee for the fulfilment of the Plan 
for the Revival of the Sardinian region, and has participated in drawing 
up an economic development plan for Umbria, and together with local 
corporations has promoted the constitution of an Institute of Economic 
and Social Studies for the Emilian region, 

Bearing in mind these experiences, a recent meeting of the General 
Council of the National League of Co-operatives, has asked that the 
next legislature draw up a suitable policy to encourage co-operation 
in all sectors “in accordance with an organic plan for the diffusion 
over the whole of the national territory of co-operative ownership and 
enterprise”. 


Statement by Mr. Franz SCHMIDT (Austria) 


In his excellent report Professor Weisser has dealt with a number 
of problems with which we are also familiar in co-operative practice. 
I was particularly interested to find that Professor Weisser, although 
he is an economist, admits that a business may also have extra- 
economic objectives. 

But I cannot agree with his statement that co-operatives form part 
of collective economy only if an express purpose or tradition have 
destined them to serve the public interest. If this were so, a private, 
profit-seeking company adopting a public function would also have 
to be included in collective economy. Let us take the example of an 
agricultural area with no industry, where the population is relatively 
poor and there is unemployment. Does a private company, which uses 
cheap government loans to build a food canning factory in that area 
and thereby brings wealth and employment to the population, become 
a collective-economy undertaking? 


Until now we have considered the collective-economy character of 
an undertaking to be determined by its economic motive, namely 
whether it is profit-seeking or serving the public interest, In other 
words: in collective economy the economic self-interest of the individual 
must be subordinated to that of a community, i.e. the State, a muni- 
cipality or a co-operative. It would, in fact, be useful to establish 
uniform concepts and to lay them down in a kind of encyclopaedic 
dictionary. This would facilitate a mutual understanding. 
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As far as co-operative organisation or planning is concerned, . 1 
should like to make a distinction between the planning of operations 
and membership organisation. Many co-operatives, especially the 
consumers’ co-operatives, stand in the midst of the great changes 
experienced by the distribution sector today. Their problem is to adapt 
and concentrate their forces, not alone within their own co-operative 
units but within the nation as a whole. Organisation and. planning 
must therefore be conducted primarily on business principles. Only 
once this is done can the co-operatives plan how to change and to 
adapt the membership organisation so that members will retain. their 
influence and so that a modern form of democracy can be developed. 
This brings us to a problem at which Professor Weisser has only 
hinted: the transition from small to large co-operatives and the growing 
concentration of the movement as a-whole also imply that business 
decisions are more and more frequently made by experts, in other 
words by paid officials. 


Only if an élite of members is formed, is it possible for members 
and their chosen officials to lay down an adequate co-operative policy 
and to use individual co-operative units in accordance with the objec- 
tives of co-operation. It is on this that co-operative democracy depends, 
and it is of fundamental importance to plan the schooling and training 
of members and officials, so that genuine co-operatives can survive as 
a part of collective economy, an economic system over which man does 
not lose control but which, instead of becoming the master of man, 
serves him and: is mastered by him. 


Statement by Mr. André CHOUCQ (France) 


The initial discussions of this Congress permit me to draw ‚the 
conclusion that no one disputes the need for planning today. At the 
same time everyone is aware of the complex problem posed by planning. 
The temptation is therefore strong to entrust specialists, familiar with 
the techniques of planning, with the preparation and the actual 
execution of the plans. 


And yet it is necessary that the planning done corresponds with the 
objectives determined by the common ideal of collective economy; more 
particularly, planning must be undertaken in the service of man. In 
order to reach that goal, the experts required must be assisted by the 
workers, acting simultaneously in their .role as producers, consumers. 
or users. 
| . This association must be real, effective and complete, and this 
implies that the workers should receive the necessary training and 
. information. | 
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— training means instruction and enlightenment in the techniques 
of planning. This raises the problem of teaching and education 
at all levels; 


— information means that all workers should have access to any 
material or information concerning the questions under debate, 
so that they can make their choice in the discussions on equal 
terms. 


This association must be real at all stages — during the preparation, 
the control and the execution of the plan— and at all levels — the 
company, regional or national level. 


This aim is essential for the safeguard of individual freedom which, 
in furn, cannot exist without the assumption of responsibilities; if it is 
realised, the wage-earners naturally become “associated workers”, to 
use Bernard Lavergne’s pertinent expression. 


Among the means available today for the achievement of democratic 
planning, the first that naturally comes to the mind is the institution of 
“Régies Coopératives” as they were called and advocated by Bernard 
Lavergne and Georges Lasserre or, as they were more appropriately 
termed by Professor Paul Lambert, of “public co-operatives”. 


This idea has been popular with the French trade unionists, and in 
particular with those of the post whom I represent here. I should like 
to point out to the Congress that for many years the French post trade 
unions have had a project for organizing the French post and tele- 
communication services as a public co-operative. 


It is our belief that, by safeguarding democracy in this way, the 
workers will also safeguard the freedom of man and enable him to 
conduct the economy at his will instead of being dominated by it. 


If we go on following this road, I believe the day will come when 
everyone who has a part in collective economy will fit the statement by 
A. Camus: “And in the society of which they speak man will greet his 
community in fellowship with all other men and all other men will 
acknowledge his singular nature.” 


Statement by Mr. Karl PROBSTING (Austria) 


In his report, Professor Weisser quite rightly drew our attention 
to the fact that the ideal of service is losing its force because the 
managerial class is acquiring ever greater prominence. This situation 
should be a warning to us to ensure that we make the theory of 
collective economy known to all, and in particular to students today, 
and that we must instil into them an understanding of the services 
which co-operatives. and municipal and State-owned undertakings 
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provide for the collective economy. In addition to this, however, we 
must give thought to the question of why the major achievements of 
collective economy — ranging from the construction of water supply 
systems to the opening of self-service stores by consumer co-operatives 
— enjoy so little recognition among the general public. We might 
even.go further and speculate on why we ourselves, who are here 
in this room, tend to indulge in negative — as opposed to. positive — 
criticism when from time to time a train arrives late or we find a 
rotten potato in a sack of potatoes purchased at the co-operative store. 
I think it extremely important that the ICRICE should commission a 
team of eminent psychologists to investigate this problem. Why does 
the general public feel that co-operative undertakings do not do such 
good work as other undertakings, even though the employees work 
just as hard? In this connection, I would like to mention that a sample 
opinion survey recently conducted in Austria revealed that 75 per cent. 
of the population is opposed to the transfer of collective-economy 
undertakings to private hands and is in favour of collective economy 
in general. I suggest that similar public-opinion surveys be conducted 
in other countries, 


Statement by Mr. André HIRSCHFELD (France) 


Professor Gerhard Weisser in his report on “Planning in the Co- 
operative Enterprise”, has sketched out the frontiers of the co-operative 
sector. One might agree with him on this point. But, in my opinion, 
we probably have to make some rectifications, here and there; but that 
would be a detailed job .of work, which might even rouse controversy 
among specialists, and, in any case, would not influence the solution 
to the problems examined. 


Planning. 


As Professor Lambert recalled in a lecture given to the Faculté de 
Droit et des Sciences Economiques at Paris in 1962: “A particularly 
striking feature of our time, is that planning methods are becoming 
universal.” 


It began in countries with an authoritarian political and economic 
régime; bit by bit, it has been imposed in many democratic countries. 
Economic liberalism, which for a long time was considered as the 

“golden rule”, is giving way, more and more, to a more or less 
massive intervention by public authority in the economy, and panong 
is one of the methods used for such intervention. 


In developing countries, planning facilitates rapid achievement of 
the following objectives: ` 
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1 to develop agricultural production both of plants and livestock; 
to do away with undernourishment and to reduce as far as E 
food imports. 


2 To lay the foundations of a diversified economy. 


3 To carry out investments in infrastructure (transport, administra- 
tion, education, health). 


4 To maintain or to reform the spirit of national unity. 


5 To train, in all sectors, the skilled personnel indispensable to the 
life of the nation. 


Development plans, in these countries, ought to permit selection of 
investments, while ensuring permanent equilibrium between needs and 
resources within the framework of the great natural regions, as well 
as in the great productive sectors (agriculture, animal husbandry, 
mines, extracting and refining industries, services, etc.). 


They ought also to help towards a solution of the two manpower 
problems, which are particularly recalcitrant and apparently contra- 
dictory: the shortage of sufficiently qualified workers in the sectors 
undergoing modernisation, and the surplus of unskilled labour, both 
in these sectors, and in the traditional sector which still occupies a 
particularly important position in many African, Asian and Latin 
American countries, 


These plans ought at the same time aim at training skilled workers 
and at creating productive jobs for those unskilled workers that are 
not yet employed or are underemployed. 


Moreover we ought to point out that since the second world war, 
the great guardian nations (England and France in particular) have 
abandoned economic liberalism, at any rate in the investments sphere, 
and have built up structures to facilitate, among other things, long-term 
investments (Colonial Development and Welfare Funds — FIDES, etc.). 


Co-operatives in a Planned Economy. 


It is certain that, within a planned economy, the co-operative move- 
ment has an important role to play. 


This is true in our old Western democracies, it is perhaps even 
more true in developing countries where, in general, the co-operative 
movement is set up, not as a result of individual initiative, but because 
of the more or less conscious wish, more or less explicitly expressed, 
by those who govern these countries. 


Co-operation has a part to play first of all when the plans are 
drawn up. 


Because of its pyramidal structure in almost all the countries of the 
world, the Ge movement has deep roots in the lower sections 
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of the population. Its leaders know, perhaps better than political 
leaders, the needs of the lower classes, their resources and their 
aspirations. 


These leaders therefore can point out everything in a plan that is 
too ambitious, or even Utopian, by bringing the planners, who are often 
technocrats, down to earth, by reminding them of the most immediate 
facts of life. 


Therefore it cannot be denied that, by taking part in planning 
agencies, representatives of the co-operative movement can act as 
enlightened guides who will help in establishing a balance between 
the theoretical objectives of planning and the resources and needs of 
the population who .are directly affected by this planning. 


But the role of the co-operative movement should not be limited 
merely to this. When the plan is put into action, the co-operative 
movement should, to repeat once more something said by Professor 
Lambert, organise itself and take action to insist on the moral (and 
perhaps also material) necessity for the planned State to pass through 
various stages.. , 


Thus it is not sufficient for a planning agency to set up satisfactory 
decision making techniques, it is also necessary in order to achieve the 
objectives.of planning; to have, at the level of actually translating 
decisions into concrete action, institutions that can take over the res- 
ponsibility from the decision-making bodies, and turn the theories into 
realities. 


And, often in developing countries where there is no poweriul 
efficient nationalised sector, the youthful co-operative movement, though 
still too firmly within the grasp of strict state control, will tend to form 
the essential machinery for the realisation of the objectives of the plan. 


To achieve this end, it will of course be indispensable to give it 
absolute priority in several spheres: first of all in that of long-and 
medium-long-term investments, but also in the training and education 
of the management personnel. 

These are human problems that have been discussed again and 
again, and which can be definitively solved only with the social deve- 
lopment of the population of the countries in question. 

Finally, the co-operative movement will have a role to play in 
controlling the realisation of the objectives of the plan. 

As a matter of fact, there is no point in drawing up more or less 
long-term development programmes if there is no possibility of achiev- 
ing certain concrete results: increase in agricultural production, quan- 
titative and qualitative improvement in the nourishment of the mass 
of the people, increase in average standard of living. 


Once more, the co-operative movement, by the very reason of its 
existence, can, by providing precise and objective information, prevent 
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the development plan from becoming too theoretical, and from aiming 
at what is unattainable without too great sacrifices by the populations 
in question. 

The co-operative movement can also point out errors, exaggerations, 
in such a plan and keep the planners in contact with everyday reality. 


Planning at the Level of the Co-operative Enterprise. 


But planning can not, and ought not, be considered as exterior to 
the co-operative movement, to the co-operative enterprise. 


On the contrary, planning ought to take its place in the structure 
and in the development of the co-operative movement. 


In our old Western countries, the creation of the co-operatives has 
most often been spontaneous, even in countries like France where a 
positive intervention by the State has facilitated the setting up of co- 
operatives, especially in the agricultural sphere. 

Because of the free unplanned development there has been doubling 
up of functions, overlapping of areas and also, in some cases, useless 
long-term investments. 

But, from now on, as Mr. Pierre Reymond, Secretary-General of 
the French National Federation for Agricultural Co-operation, stressed 
several months ago very forcefully, “co-operation like all other sectors 
of the economy, is subject to the twofold imperative need for concen- 
tration and specialisation”. 

Within the framework of a valid and actively implemented planning, 
the co-operative movement needs to adjust and reconstruct its 
structures. 

Doubtless the problem is difficult to solve if put in this way, but we 
ought now to be looking for a solution; and the English consumers’ 
co-operative movement, with its characteristic earnestness and sense 
of responsibility, is the first to have investigated this problem. | 


In the younger countries, in those where the co-operative movement 
has not yet built solid structures, it will be easier, than in the countries 
with well established economic and social structures, to begin 
construction taking into account only the general vocation of the 
country and the broad lines of development traced by the needs of 
planning. 

At the level of the co-operative enterprise, there should be a deter- 
mined attempt at planning. In particular in investment, and also in 
employment and education of personnel, a long-term policy should, in 
all cases, replace the shortsighted “hand-to-mouth” policy, that is still 
too often pursued. Such a planning will be all the more easily attain- 
able because the marketing of agricultural produce and the supplying 
of rural or urban communities with equipment and food products, can 
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be subjected to prognostication based on statistics which often date 
back a long way and are very precise and reliable. 


To a much greater extent than managers of enterprises whose only 
concern is profit, co-operative leaders know what needs are to be 
satisfied, especially when they go to the trouble of maintaining contact 
between the rank-and-file co-operators and directors and administrators 
of primary co-operatives and their central agencies. 


I would like to say a few brief words about a special point in the 
report of my friend Professor Weisser, about the role of the co- 
operative movement in democratic planning, in which I am in agree- 
ment wifh some things said by Professor Rosenstein-Rodan. 


The essential difference between authoritarian planning and demo- 
cratic planning as we understand it in the West, is that the latter 
takes into account social welfare. 


Indeed, in order to be democratic, planning should not interfere 
with fundamental liberties. On the contrary, it should signify the 
refusal of citizens to submit to the stranglehold of the great economic 
and financial interests. It should aim to satisfy the essential needs of 
the collectivity by co-ordinated actions. 


. Planning of this sort does not necessarily exclude the use of 
constraints, but it prefers exhortation, orientation, and control by 
budgetary policy, credit restrictions, taxation, and the action of the 
public sector, to persuade both agricultural and industrial producers, 
as well as consumers, to fit in their decisions with the objectives of 
the plan. In this sense, and only in this sense, planning can have an 
imperative character. 


At all stages of preparation and EE) if planning is to remain 
democratic, it must rely on the voluntary action of producers and 
consumers, freely joined together in voluntary associations, and 
especially co-operatives of .different sorts. 


But, obviously, the meeting of minds between planning agencies and 
the co-operative movement will be all the more useful and fruitful if 
the movement itself is powerful, well-ordered, efficient and resolutely 
turned towards the future. 


Thus it is up to us, as co-operators, conscious of the new mission 
of the co-operative movement in many countries, to act in such a way 
that the movement, thanks to our activity, vigilance and ardour, is and 
remains equal to its tasks. | 
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Statement by Mr. Andreas VUKOVICH (Austria) 


I should like briefly to take up and examine a little more closely one, 
and one only, of the points made by Professor Weisser in his excellent 
report. 


He suggested, without actually saying as much, that there are co- 
operative approaches, attitudes and even activities which are extremely 
important but are unable to find full expression within the framework 
of the legal forms normally applicable to co-operatives today. He also 
quite rightly pointed out that co-operative activity of this type at the 
local level is often misunderstood and its importance not appreciated. 


I should like to look for a moment at the other side of the 
picture. We must face the fact that co-operative organisations 
established in accordance with existing legislative standards do not 
always act in a co-operative manner or in accordance with co-operative 
principles. I am not referring to the wrongful use of co-operative 
forms, which is occasionally encountered and is quite rightly bitterly 
attacked; I am thinking rather of certain quite natural tendencies which 
one encounters within the co-operative movement. 


We are living — Professor Weisser has spoken on this subject at 
length — in times when it is absolutely essential to achieve the greatest 
possible measure of concentration. The need for this concentration, 
and the extent of the need, are determined by technical progress. One 
result of this trend towards concentration is that co-operative organisa- 
tions are tending to become bigger and bigger. It is quite clear that 
in small organisations, which are easier to control, the individual 
member can exercise a greater influence than he can in larger societies, 
the problems of which are more. difficult to follow and may be even 
beyond the comprehension of the uninitiated. The larger the under- 
taking is and the greater the ensuing degree of concentration, the 
greater the gulf between the member — the individual — and the under- 
taking concerned, | 

There are a variety of ways of dealing with this problem. One 
can attempt to deal with it in a truly co-operative spirit ; on the other 
hand, one may attempt to solve it in another way, which is not truly 
‘co-operative. I should like to digress a little here, for this actually 
does happen. The officers of the society may decide that, as in any 
case, members cannot understand a particular problem, there is no 
need to consult either them or their representatives. This tendency can 
and must be combated by attempts to promote and develop co- 
operative education in all fields. Action of this kind was urged several 
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times by Professor Weisser yesterday and from ‘the principal spokes- 
man of the Austrian delegation today. I fully agree that more co- 
operative education is necessary. But I nevertheless want to stress 
that co-operative education is not enough unless the management is 
appropriate to the requirements of the undertaking and fully able to 
direct it. There are many technical, commercial and even financial 
problems which are extremely difficult to solve; such problems 
obviously cannot be submitted to the membership, and there are 
specialists there to deal with them. But the basic principles of co- 
operative action are relatively simple and relatively easy to grasp. 
Moreover, there are many other problems which can be submitted and 
explained to the average educated man (the kind of person who makes 
up the bulk of membership of co-operatives) and on which he can be 
asked to give a decision. 

One should not speak too much—or, above all, act—-as if 
democratic organisation were a cumbersome and sometimes even a 
reluctantly tolerated trapping. We must accept the fact that all co- 
operatives, irrespective of their size— and here I fully agree with 
Professor Weisser — are pursuing the same ends and are seeking to 
achieve them ever more rapidly, more simply and more effectively; and 
we must bear this principle in mind in all our actions. But in the 
pursuit of these ends we must not lose sight of the principles on which 
the concept of co-operation is based. Therefore, like Professor Weisser 
I am in favour of decentralisation; there must not be too much power 
concentrated in one place or in the hands of one person unless this is 
absolutely essential for the success of the enterprise. 

The other point I want to stress is the importance of the provision 
of as much information as possible, and the provision of ‘opportunities 
for the fullest possible discussion, at all levels. There is one thing 
we must not forget — and this is the note on which I shall conclude: 
the greater the opportunity given to the individual to take part in the 
work, the taking of decisions and the framing of policies in an under- 
taking, the greater his interest in that undertaking will be. The smaller 
the opportunity given to him to make his views known, to take part 
in the framing of policy and generally to make his influence felt, the 
lesser his interest will be, even if the undertaking offers him material 
benefits. This remark is possibly a partial reply to the remarks my 
friend Mr. Prôbsting made at the end of yesterday’s meeting. Active 
participation of this kind is difficult to secure in public undertakings — 
it is only possible in exceptional circumstances; but in co-operatives, if 
participation and the right to make one’s views known can be suitably 
fostered by appropriate decentralisation measures, the managements of 
the undertakings concerned will continually have to be taking steps to 
ensure that the right of the members to be consulted is respected in 
the truly co-operative sense— in the democratic spirit of collective 
economy. 
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Statement by Mr. Jean LACROIX (France) 


Professor Weisser’s extensive and detailed exposition analyses the 
“interests of the public that the co-operatives ought to serve if they 
are to form part of Collective Economy”. 1 


What is “in the interest of the public at large” can very well be 
considered as the objective of co-operative societies and thus can 
provide the basis for planning of their activities. 

But the “public good” is many-sided; it is not possible, in the 
abstract, to fix priorities and to establish means of making decisions 
— although these things are very necessary — for there is no reason 
to believe that the hierarchic classification of needs, established by 
the members of one co-operative collective, corresponds to that which 
another collective group would draw up — this applies a fortiori if the 
“public good” is defined a priori. 

Before we can have a plan, we have therefore to decide what are our 
specific, quantifiable objectives and to compare these objectives with 
the means for achieving them, and we have to stagger the putting into 
operation of these tasks, in a way which corresponds to the economic 
horizon envisaged by those in charge of drawing up the plan. 


In practice, each co-operative movement has elaborated more or 
iess complex, more or less efficient, procedures, to direct and control 
the use of co-operative societies; and, following what Professor 
Weisser said in his introduction, we shall not go into detail in dis- 
cussing these questions, which are already well known to co-operatives, 
confining ourselves to stressing certain general problems. 


(1) Plan and size of enterprises, 
(2) Plan and co-operative democracy. 
(3) Co-operative plan and global plan. 


In considering each of these problems, we will confine ourselves to 
what is essential, at the risk of losing various shades of meaning and 
some preciseness, but we have confidence that readers will be able to 
1ectify, correct and introduce subtlety into observations, which are 
sendered less valid because they are too rigorously stated. 


Plan and Size of Co-operatives 


At the level of the enterprise, the minimal notion of planning gains 
concrete form in the financing plan, the investments plan, and also 


1 The basis on which this distinction is made appears debatable if we adopt the 
point of view of F. Perroux according to which “a system does not become intelligible 
merely by showing what its aims are, nor by stressing dominant motives, but by 
demonstrating what tensions it overcomes and how it overcomes them” (quoted 
by C. VIENNEY: “Vers une analyse économique du secteur coopératif”. 
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perhaps the plan for training and recrintment of personnel and the 
plan for educational action. 


The economic horizon of these plans rarely goes beyond two 
financial years, except in the case of investments which, because of 
amortisation calculations, need much longer term forecasts. 


In essence it is by its investment plan that a co-operative can show 
how far it wants to influence the market (its educational action plan 
can also be of prime importance if it seeks to modify public opinion). 


Now, how important these plans are is a direct function of the 
size of the co-operative enterprise. 


In the present state of the economy, a small society — with some 
exceptions — is almost entirely “determined” by its most powerful 
competitors. Its sphere of action, the freedom it has to intervene, its 
margin of manceuvre is very restricted: it can hardly do more than 
adapt itself, or react (that is to say, act affer) to decisions that are 
taken by others. Of course, by the way it adapts itself it can show 
certain qualities (rapidity of reaction — fitness of adaptation — wide 
scope for manœuvre), but if it contributes in this way to giving overall 
shape to the market, it does not determine the lines of force in the 
market. Doubtless the idea of size is not entirely satisfactory as an 
expression of the extent of freedom of choice within the enterprise. 
Other factors intervene, particularly the dynamism of enterprises and 
their greater or less facility for creating outlets on the market. More- 
over, we have to take into account the hierarchy of the market: a 
medium-sized enterprise within a dominant sector allows for more 
freedom of choice than a large enterprise in a dominated sector. With 
these reservations, it is nonetheless apparent that an enterprise of 
large size can establish an investment plan more easily than a small 
society (as far as probability of attaining objectives, as well as the 
mustering of necessary means, is concerned, and in any field dependent 
on the quality and quantity of information about the current state of 
the market and its functions). | 


The way in which co-operative movements are always appealing 
for greater concentration confirms this remark. 


Increase in size of the co-operative enterprise is an economic 
necessity in so far as it is justified by greater efficiency, but it is also 
an organic necessity in so far as it is the only thing which will permit 
the plans of co-operatives to prevail over those of their competitors; 
and, in this sense, we can say that it is in conformity with the aims 
stated by co-operators, and does not imply rejection of these aims. 
Doubtless this conformity to traditional aims is sometimes in opposition 
to the structures and forms which have, for. a time, been intimately 
linked to the aims to be attained. Under the completely theoretical 
hypothesis of a “co-operative republic”, it would be justifiable to 
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oppose evolution, out of respect for these venerated forms: indeed, we 
could very well allow that democratically co-operative members could 
vote for the maintenance of decentralised structures that are socially 
easy to understand and control, but which entail higher costs than 
Structures that are better adapted to technical possibilities. In a 
competitive economy, this choice does not exist, except in the case .of 
monopolies protected by public authorities. Indeed, few co-operators 
are ready permanently to cut their real income in order to maintain 
enterprises that are less efficient on the economic plane, on the pretext 
that they are in the vanguard of democratic management and the 
spirit of service. 


The “giant” co-operative enterprise does of course pose many 
problems, but it is an inescapable necessity if the co-operative move- 
ment wants to influence the functioning and structure of the economy. 
H is a condition of the autonomy of co-operative planning and an 
earnest of freedom of choice for co-operative members. 


_ A large society has, as a matter of fact, a certain latitude in its 

development policy (on the surface or in depth — monolithic or multi- 
functional), it also has a measure of freedom in its management 
policy (amount of surplus — rebate policy — wages policy — etc.) and 
in its educational policy. All cultural and educational action is 
expensive, and it can be developed or diversified all the better when 
the enterprise has at its disposal more extensive means, and has more 
choice as to how the production surpluses are to be used. 


It is possible to discuss the two different methods by which the 
greater size, or the economic importance, can be achieved: by concen- 
tration pure and simple, a rigid and rigorous method, or by federation, 
more flexible and more attentive towards local peculiarities. We are 
not going to discuss this: the important thing is that, with by concen- 
tration or federation, co-operatives should attain the minimum dimen- 
sions by which their development plan will no longer merely be a 
corollary of decisions taken by their competitors. 


To plan is to choose; it is to establish an order of priority; it is 
to proclaim one’s liberty to determine the conditions in which we will 
live in five or ten years’ time. 


Our choices will suffer many constraints. Some are insurmountable 
in the short run (technical problems— sociological behaviour — 
political regulations), others stem from the relationships of economic 
forces that are directly linked to the greater or less concentration of 
enterprises. It is only in so far as the co-operative movement — by 
association or by fusion — can itself expand to reach a certain guan- 
fum, that it can plan its future; especially as, unlike its private 
competitor, its power goes beyond economic importance, owing to the 
effect on opinion that it exerts, from the way it functions and its 
altruistic management. 
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Plan and Co-operative Democracy 


A plan should fix objectives. But who ought to draw up the plan? 


Of course, the details of a plan can only result from the work of 
experts who have at their disposal a large amount of statistical and 
documentary data and who are experienced in intersector analysis. 


But the general pointing of the way, the decisive choices, are not 
a matter for experts who have, after all, no special advantages in this 
sphere; it is the body of co-operative members who have to make 
their decision on the proposed plan. 


This procedure calls for some remarks. Generally, co-operative 
members are — legally — permitted to pass judgment on the immediate 
past and, sometimes, on the present, but rarely on the future. In effect, 
democratic management implies that the accounts and balance sheets 
relating to the past financial year should be submitted to the scrutiny 
of co-operative members — of.meagre interest to those who are, above 
all, users of co-operative services, and for whom financial subtleties 
hold little attraction. Plans for the future, forecasts of investments 
are not therefore examined by members except ex post, when it is too 
late to modify them, and thus those in charge have to go beyond their 
legal obligations if they want co-operative planning to be truly demo- 
cratic; but this stepping over of the legal boundaries is quite in the 
co-operative tradition and Claude Vienney has summed it up very well 
when he said “in our complex industrial societies, there is no democracy 
without education and no education without an expansion plan...”. 


However we have to go into much more detail about certain 
characteristics of democratic functioning of co-operatives. 


In a pluralist economy there are substitutes for democratic expres- 
sion. On the one hand, by the very fact that he has joined the co- 
operative, the member has accepted co-operative policy and he can- 
not, without repudiating this decision, question investments which aim 
at lowering exploitation costs, although he can discuss the timing and 
the conditions of these investments. On the other hand, it is permissible 
for him to express his point of view in other ways than by participating 
in debates of co-operative assemblies: he can very well manifest his 
opinion (ambigously, it is true but very effectively) by modifying his 
marks of trust in the co-operative, and here again we refer to a remark 
by Professor Lambert on the “silent but very cogent control” which 
prevents the top management of the co-operatives from making pro- 
posals which they know in advance will not receive wide enough 
support. 


We insist on the expression “wide enough”. Indeed, in a co- 
operative subject to the laws of a competitive market, it would be 
very serious if a decision were taken by a simple majority: demo- 
cratically the procedure would be unassailable; commercially the fact 
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that almost half of the co-operators were not in agreement would carry 
great threats for the smooth running of the co-operatives. To repeat a 
saying of Professor Lasserre, we can point out that co-operative 
democracy ought to be compared, not to normal political democracy 
(depending of course on how this is defined), but to political democracy 
in time of war, when information and discussion is limited because, in 
part, these can be of service to the enemy. Now, in a competitive 
market, the co-operative is permanently in a state of hostilities and the 
need to overcome its adversaries obliges it to accept certain restrictions 
as regards democratic functioning and cultural action. 


Bearing in mind this restriction, democratic sanction should be 
given to the co-operative plan. 


But as we have already seen this plan can have real content only 
if it is applied to a large scale enterprise. 


Now, largeness of size brings with it some specific problems. The 
first is that of heterogeneity among its membership, for behaviour can- 
not be made uniform in such a way that an increase in the number 
of members is not accompanied by diversification of type of members. 
This diversification can be accompanied by marked divergence in 
interests (large producers versus small producers in agricultural co- 
operatives — well-off consumers versus families with small income in 
consumers’ co-operative — etc.) and any recourse to voting procedure 
only reflects these diversities of socio-professional behaviour. At the 
extremes, there may even be splits in the co-operative organisation, 
when the tension between different socio-economic interests triumphs 
over the solidarity of the co-operators’ motives. Doubtless, education 
can contribute to the attenuation of these tensions or to channelling 
them into a direction that is beneficial to the collectivity, but it would 
be useless to deny them and to affirm that co-operative members have 
a complete range of choice: the range is limited to only those options 
which do not threaten the unity of the co-operative enterprise (except 
in the cases when a split would enable the maintenance of economically 
viable groups, a solution which has been adopted in several countries, 
in certain historical circumstances). 


The second problem is that of delegated democracy. A large enter- 
prise cannot be run on a directly democratic system. Now indirect 
democracy must be accompanied by an innovation in the sociological 
relationships between the leaders and led. For a method of oral com- 
munication which is spontaneous and direct, is substituted written 
communication, formalist, organised, hierarchical, which depends on 
different types of behaviour and motivation and which entails two 
consequences, on the one hand a sociological cleavage between “repre- 
sentatives” and “represented”, and, on the other hand, the necessity 
for a bureaucratic “apparatus” to ensure continuity of communication, 
with the well-known risk that this apparatus might replace the interests 
of the masses in its own interests. This phenomenon raises its head 
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whatever the means by which unity of action in the movement is 
achieved. Indeed, more and more, important decisions are taken at 
the level of national oranisation, while the rank and file members are 
asked to make decisions about the management oî their society whose 
freedom. of action, in relationship to the central organisation, might be 
extremely reduced in a strongly organised movement. This raises the 
question of whether we should continue to stress the links between the 
member and his co-operative or whether we should now insist on the 
level of general decisions of the movement. In so far as democracy of 
management can concern only a small minority of members who are 
sufficiently devoted and well trained, perhaps it would be better to 
associate the mass of co-operators with large-scale decisions that are 
simple, clear, easy to express, but which, in law, are only concerned 
with secondary organisations. Thus it would be possible to avoid the 
paradox pointed out by Paul Valéry: “politics was at first the art of 
preventing people from interfering in what concerned them. Later, it 
was supplemented by the art of forcing people to decide on what they 
do not understand.” 


Co-operative Plan and Global Plan 


The co-operative plan, even when it has in mind objectives that are 
in the public interest, is above all designed to respond to the needs 
ef members of the enterprise or of the co-operative movement under 
consideration. | 


It gives expression to a certain orientation of the development of the 
enterprise and presupposes the selection of a number of means which 
it pians to develop for this purpose. 


Having been democratically approved by co-operators, it constitutes 
from their point of view a true commitment and it also implies a 
definite attitude with regard to the society as a whole, an attitude which 
is often derived from fundamental definitions of what co-operation is 
or its doctrines (is it not true that the Rochdale principles are some- 
thing in the nature of a very long term plan?! is not the three stage 
programme of Charles Gide a sort of long-term plan? and is it not 
possible to draw up yet another long-term plan on the basis of the 
“Co-operative Sector” of Fauquet?). 


There is nothing to prove that this conception of the society as a 
whole is that of the majority of its citizens; there is nothing to ensure 
that the measures envisaged can be put into operation without other 
enterprises or organisations suffering; there is no guarantee that co- 
operative objectives can be reconciled with those of other economic 
forces and in particular with those implied in choices made by the 
State, in its role as an economic power and political institution. 


ooo 


1 First article, paragraph 6, of the statute: “As soon as possible, this society will 
undertake to organise forces of production, distribution, education and government... .” 
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In a purely liberal economy, the market is the supreme arbiter, in 
the long run, for success or failure of the forecasts of enterprises or 
groups of enterprises, but at the cost of the wastage and suffering 
which characterised capitalist development until the great slump. 
Whatever were the intentions of the enterprise, its aims, its structures, 
it had no appeal against the sanctions of the market. It is well known 
that this stern régime led to a series of reactions, by the enterprises as 
well as by the State, in an attempt to achieve a positive economic 
evolution, without having to move by fits and starts. To achieve this, it 
was necessary to “enlighten” the market, and even to organise it 
within predetermined limits, and the development of public enterprise 
was quickly followed, in an increasing number of countries, by the 
elaboration of more or less obligatory planning techniques. 


Then there is the problem of harmonisation of the co-operative plan 
and global plan. 


Let us recall first of all that the work of the commission of theory 
Of ICRICE as well as the investigations of P. Bauchet into French 
public enterprises have clearly highlighted the absence, at the enter- 
prise level, of management criteria to guarantee that it should be 
utilised for the public good. In other words, an enterprise, aiming at 
the public good, can very well not pursue — and legitimately, at that — 
a policy in the public interest, because this policy cannot be brought 
out at the level of the enterprise or of the group of enterprises. The 
public good is— by definition — a macro-economic idea and it brings 
in many factors other than those of mere economic viability. Thus it 
cannot be defined at the level of the enterprise or the group of enter- 
prises, but in a pluralist society these enterprises or groups of enter- 
prises Should have some say in its definition, and it is thus logical that 
they should be asked to participate— with other representatives of 
economic and social forces-—in the drawing up of the objectives of 
the global plan. 


This participation should take place essentially on the professional 
level, each type of co-operative enterprise being consulted in relation 
to its importance and specialisation (agricultural co-operatives parti- 
cipating in the definition of the objectives of agricultural production, 
building co-operatives in that of housing programmes, consumers’ 
co-operatives in the study of commercial problems, etc.). As a conse- 
quence of this, there arises the problem of the unity of the co-operative 
sector. Of course, as Claude Vienney has pointed out “each type brings 
to its branch its own concern with democratic management or service 
to the consumers, together with the problems that are related thereto. 
But the coherent expression of economic choices that concern the whole 
of the collectivity... and for which the ground work is laid by the 
democratic participation of all those concerned, is possible only after 
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having drawn up an interco-operative plan, linked to the forecasts of a 
planning agency”, 2 

A co-operative policy therefore presupposes, on the one hand, active 
participation in the pinpointing of objectives for the global plan, 
objectives which a co-operator ought, in all conscience, to formulate in 
terms of social progress, as well as of economic progress, and which 
ought to be associated with democratic procedures in the widest sense. 
On the other hand, it presupposes that the objectives should be drawn 
up not only at the level of each movement, for whom they form the 
basic assumptions on which a development plan ought to be built, but 
also at the level of the co-operative movements as a body which will 
be able, within the framework of continuous growth, to find more 
motives and opportunities for concerted action or for common achieve- 
ment, than in the attempts at harmonisation, which are shown, by 
experience, to be too subject to enslavement by the dominant market 
to be moulded for the ends of a durable interco-operation. Such inter- 
co-operative planning will of course raise numerous problems and it 
presupposes the existence of an analytic framework (intersector table) 
which is sufficiently documentated and detailed to allow specific choices. 


Progress already made in the field of economic statistics, of inter- 
sector analysis, of programming methods and of machinery for pro- 
cessing information, are however too important for the co-operative 
movement to ignore them; they should be used in the attempt at 
rationalising growth and ensuring that this growth will bring the 
greatest possible contribution to “the organisation of economy in the 
service of man”, 


We would like to add four remarks: 


(1) Large size, with the reservations I have already made, is a condition 
of economic potentiality. As for the plan, it is an expression of 
economic wants. It implies evolutions, changes, mutations. Now, 
the large enterprise can be a victim of its own size and of its own 
complexity and therefore offer a great measure of inertia to 
necessary adaptations. This problem is not peculiar to large co- 
operative movements. It concerns all giant enterprises. But 
whereas the State can intervene to stimulate the public enterprise, 
whereas the public enterprise often can profit from a monopolistic 
situation which makes changes, however necessary, less urgent, 
the co-operative does not have this latitude. It must seek in itself 
the source of its dynamism and its will to evolve; here we come 
up again against the problems of democratic functioning of co- 
operatives and the education of its supporters. 


(2) We should stress the importance of undistributed reserves; already, 
as a matter of fact, pointed out by Professor Weisser. Not only 


1 Claude VIENNEY, op. cit., p. 176. 
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does the collective character of these reserves (which often form 
the basic capital of co-operatives) resolve to a large extent the 
problem of appropriation for self financing, but it is the earnest 
and the guarantee of a long-term policy which aims at the collective 
interest. Those who today in France propose that farmers should 
group together in associations that are called less “restrictive”, 
seem to forget this principle, though they will no doubt rediscover 
its advantages as a fundamental tenet of co-operation. 


(3) We have spoken about the new prospects that planning presents 
for the solution of the “sea-serpent-like” problem of interco- 
operative relations. Given the very great diversity of co-operative 
activities, it seems that only one common denominator can be 
found: that of needs for long-term and medium-long-term financing. 
In these conditions a true interco-operative planning surely pre- 
supposes the creation of an agency for interco-operative credit. 
The question is complex, but it surely should be posed here. 


(4) Our last remark concerns free competition. Professor Weisser has 
mentioned that the co-operative movement fights against mono- 
polies. I think it would be more exact to say that it fights against 
economic Malthusianism. For us competition is not, any more than 
planning, an end in itself. There are cases in which competition 
should be encouraged, there are others in which it ought to be 
limited and organised, there are others in which it should be 
eliminated altogether. 


For us planning and competition are two means, sometimes altern- 
ative, sometimes complementary, to achieve an end which is well 
expressed by the theme chosen for this Congress: organisation of 
the economy in the service of man. 


Statement by Mr. Olof MOBACK (Sweden) 


The efficiency of consumers’ co-operatives depends on a lot of 
different factors. The planning processes in consumers’ co-operation 
aims at forecasting the development of these factors in order to make 
the organisation able to manipulate the factors under its control in 
such a way that the result for the consumers will be the best possible. 


Is planning and the realisation of the plans are to be successful in 
local co-operative societies certain conditions must be fulfilled. First 
there must be a proper frame for planning and actions. To give an 
example of what this means I can refer to the development in Sweden. 
Up to 1920 there was a rapid increase both in the number of members 
and local societies. In 1920 there were in Sweden 941 societies with a 
membership of about a quarter of a million. During the twenties and 
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the thirties the increase in membership went on but there was a 
certain decrease in the number of local societies. This decrease was 
due to structural changes, especially in larger towns and their suburbs, 
where small societies amalgamated with larger ones. This meant that 
of nearly 700 local societies about thirty could be characterised as large 
societies. This pattern remainded unchanged until the end of the 
fifties. At that time changes in four important factors made a radical 
change in the network of shops necessary. One of these factors was 
the development of wages, the increase of which resulted in an increase 
of both the costs of the shops and the standard of living. The first 
effect — the increasing costs in the shops— caused a more extensive 
use of self-service and the establishment of larger shops, which gave 
a better economy. On the other hand the increased standard of living 
resulted in a growing demand for higher qualities and a wider assort- 
ment. To this came another result of the increasing standard of living, 
namely the growing number of car-owners. These car-owners more 
and more used their cars in shopping. This meant a growing preference 
tor large shops. 


In this situation the old structure of the co-operative societies was 
not suitable: If the local societies were to be appropriate units for local 
planning they must be larger. Consequently in 1960 a general pro- 
gramme was accepted to reduce the number of local societies to about 
100. At this time the retailing areas were taken as the base for the 
structure of the societies. | 


But there are also other reasons for such a concentration. From a 
planning point of view and for other reasons a society must be of a 
certain size to be able to keep an efficient administration with trained ` 
officers with time enough to carry out the planning activities necessary 
for a large-scale development. This administrative factor seems to ask 
for a further concentration and it is today reasonable to calculate with 
a future number of societies of 40-50. There is also the question of 
capital. With the capital resource scattered over many small societies 
the economic power of the local units is relatively weak. With larger 
units the freedom of action grows because the capital resources can 
be concentrated to strategically important points in the society. 


Planning in the local society must among other things be based 
upon data concerning the development of the population, its structure 
and income, forecasts on buying habits, traffic and competition. With 
the help of these data the local societies have to plan their network of 
shops, sales and other development. The ultimate result of this planning 
‘ activity shall be a system of budgets for the development of the 
society. It seems here to be advisable to keep two systems of budgets, 
one short-term system covering one year and one long-term system 
covering about five years. 
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In the central organisation planning is necessary first of all for 
the activities of the central organisation itself. This planning is in 
principle of the same type as that of the local societies. But the central 
organisation has also other important duties in connection with the 
planning. First it has to give the local societies service by producing 
or in a proper way arranging population data, consumption forecasts, 
etc., for the use of the local planners. 


Secondly, it must collect and combine the local budgets with its own 
budgets to a general budget for the co-operative movement as a whole. 


What is the place of democracy in connection with the planning 
activities? The first purpose of the democratic organs must be to fix 
the goals for the co-operative movement. With the increasing import- 
ance of planning and budgeting the formulation of operational goals 
is of the utmost importance. The operationalisation of the goal means 
that it is as far as possible to measure the degree of goal fulfilment. 
The second purpose of democracy is to control developments. This 
means that the democratic organs must in ways proper for each organ 
be connected with the budgeting and budgeting control. The third 
purpose of democracy is initiation, which means that there must be 
practical possibilities for the common members to express their wishes 
and ideas concerning the work of their society and the whole movement. 
There must be arrangements made to receive these wishes and ideas 
and to evaluate them for the use in the planning activities, in which 
connection they will function as a dynamic element to further the 
adjustment of the work of the movement to the needs of its members. 


In my opinion the most urgent tasks of consumers’ co-operation 
today are to develop a suitable organisational structure, to develop 
planning and planning methods and to create a functional, efficient 
democracy. 


Statement by Mr. Werner BERNET ( Switzerland) * 


If we look at the co-operative movement throughout the world we 
observe that its constituent units vary very considerably in size and 
in form. These variations derive partly from differences in the social 
and economic tasks co-operatives have to perform and partly from 
differences of opinion about what those tasks should be. As Professor 
Weisser said, co-operatives help considerably to prevent economic 
activity from becoming organised along excessively uniform lines. They 
must not fall into or accept conservative or rigidly traditionalist. 
patterns. of thinking; they must keep alive their pioneering spirit if 


* Written statement handed in before the opening of the Congress but not read 
from the rostrum. 
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they are to fulfil their role within a collective economy. Consequently 
the social and economic tasks for the fulfilment of which the co- 
operative movement has developed must be modified in accordance with 
contemporary economic and social criteria. This means that the co- 
operative movement must be in a continual state of evolution. The 
well-known German sociologist Max Weber described this continual 
evolution in the following terms: “We are carried along by the eternal, 
immeasurably broad river of events. The cultural problems which affect 
human existence are continually being put anew and in new terms; 
but their boundaries are never clear; and it is this fact which gives 
significance and importance to the individual in this endless stream.” 


In the regions we come from the period of establishment of the co- 
operative movement is now over; we have come to the period of 
perfecting the movement. The Swiss co-operatives have accepted the 
market-economy structure in which they operate and must make every 
effort to remain competitive within that economy in order to be able 
to continue to offer benefits to their members. In spite of the fact that 
throughout the Swiss economy the belief prevails that liberalism — or 
the market-economy system —is a satisfactory method of improving 
the well-being of the different population groups, the co-operatives have 
a vital part to play in countering monopolistic and oligopolistic trends 
in an economy based on the profit motive — or rather, on a structure 
of individual undertakings seeking profits. As Professor Weisser said, 
there can be no doubt that the market economy is full of monopolies 
and oligopolies. Where a monopoly or oligopoly situation exists, the 
consumers must join together on a co-operative basis to establish a 
countervailing force. In Switzerland the co-operatives are admittedly 
not the only force operating against the tendency to organise the 
economy along uniform lines; the principles of Switzerland’s political 
constitution have a similar effect. Switzerland’s political system is 
based on the principle of effective democracy; and, as a result of the 
particular characteristics of this system, there is no cause for fear that 
the trend towards concentration within the Swiss co-operative move- 
ment may be effected to the prejudice of the basic principles of 
democracy. Our federalist approach to politics also makes for the 
formation of informal groups within large co-operatives—a process 
which Professor Weisser described as an example of the development 
of democracy within the co-operative movement. Nothing is more 
important for co-operatives than the safeguarding and promotion of 
democratic organisation and the system of control from the bottom 
of the structure during a period of concentration. 


In a highly-developed economy such as ours there are other pro- 
blems facing co-operatives; in my opinion the most important one 
today is the performance of economic tasks of a basic character on 
behalf of the membership. If co-operatives are to fulfil their funcitons 
and continue to do so they must at all times remain competitive. In fhis 
connection Professor Weisser quite rightly pointed out that in most 
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cases, under present-day conditions, the only way undertakings can 
remain competitive is wholeheartedly to concentrate on rationalisation, 
which by its very nature usually requires a measure of concentration 
and amalgamation among undertakings. As is well known, the Swiss 
co-operatives have recognized the need to remain competitive; they 
must therefore rationalise and amalgamate. In our thinking, however, 
these two terms are not synonymous with centralisation. In the Swiss 
consumer co-operative movement the central federation has established 
regional warehouses to cope with the storage and transport problems 
of individual undertakings; it has also established organisations such 
as the Consumer Goods Centre in Wangen and central warehouses 
such as the one in Prattein to help the member societies cope with their 
production and distribution problems; but the principle of the inde- 
pendence o7 the individual societies has been fully safeguarded through- 
out. Thus rationalisation is being effected at two levels — that of the 
central and regional warehouses belonging to the federation and at 
that of the regional warehouses catering for individual societies. 


I have so far spoken on Professor Weisser’s report and the prin- 
ciples it outlines as we understand them in Switzerland. I should now 
like to say a few words about the problem of induced demand which 
he raised in his oral statement. The range of goods purchased by 
members in the early days of the co-operative movement was very 
narrow compared with that of today, and the early co-operative stores 
offered little more than staple goods; they were a proof of the truth 
of the saying “necessity is the mother of invention”. Today, however, 
membership of a co-operative is no longer a position of advantage in 
the struggle for bare existence. The times of ideological isolation and 
self-limitation in the economy and in society, with the ensuing political 
and doctrinal connotations, have gone by. The economic reforms which 
have taken place in co-operatives have been influenced by the general 
evolution of economic and social structures, with the result that today 
membership is open to all classes and the political neutrality of the 
movement is secured. The population is today an entity made up of 
many different social and economic strata; so is the working class. In 
the circumstances the members would not be satisfied if all co- 
operatives offered them the same range of goods. The desires and 
needs of the members today are countless, and to meet them the co- 
operative movement must expand its productive apparatus rapidly to 
offer a much wider range and choice of goods. Compared with that of 
earlier times, the economic activity of co-operatives has become 
extremely complex; competition has strengthened this trend. A similar 
iendency is visible in the management of individual societies. To 
operate a business successfully today along modern lines, more spe- 
cialised knowledge is required than was the case in the past. This 
means that if a co-operative is to remain competitive it must appoint 
specially trained managers. If the latter are to meet the basic require- 
ments of the members they must be more than just administrators; 
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in a market economy they must act in an entrepreneurial fashion to 
win benefits for the membership. This is the primary reason for the 
danger that the management may become an independent power within 
the co-operative, to which reference was made in the report. However, 
this danger is not apparent in the Swiss co-operative movement; as a 
result of the. Swiss approach to political matters the ‘specialised 
managers of our co-operatives are fully aware that their task is to 
place their knowledge and abilities at the service of the co-operative 
and to act in an entrepreneurial fashion solely for the benefit of their 
members. A further safeguard against such a danger is to be found 
in the bye-laws of the co-operatives themselves, which provide for 
supervision of management by an administrative council elected by the 
members and for critical examination and approval of the report of the 
management at the end of every financial year by the general meeting 
of members or delegates. A much more important problem for the 
co-operatives is that of the considerable volume of investment required 
to provide the ever-increasing range and choice of goods the members 
require. This causes overheads to meet which a consistently high level 
of turnover is necessary. Moreover, the management cannot wait for 
the members to express their wishes or instructions; today it must act 
on its own initiative and make continual efforts to meet the present 
needs, and to anticipate the future needs, of the membership. It is 
not enough merely to recognize existing needs; and it now often 
happens that steps are taken to arouse new needs among the consumers. 
Attempts are made to influence the purchaser, to induce him to make 
decisions; in other words, the consumer, whose requirements are, 
generally speaking, rapidly increasing as he becomes informed of the 
goods available and as a result of the effects of genuine competition, 
is becoming easier to convince and guide. Co-operatives must make 
allowance for this tendency. It is up to the management to take the 
necessary initiative, but always with the benefit of the members in 
mind. It is clear today that the influences which attach a member to 
the co-operative are subject to very considerable variation and that his 
attachment to the society may very easily be lost and must continually 
be won anew; the member will respond to the inducements offered to 
him rather than to his sense’ of duty. 


DISCUSSION OF Mr. ROSENSTEIN-RODAN’S REPORT 


Statement by Mr. Angelos ANGELOPOULOS (Greece) 


I do not intend to enter into an analysis or a discussion of the 
theses presented by the reporters. All I want is to make a few 
reflections on the most interesting and valuable report by Professor 
Rosenstein-Rodan on Planning within the Nation. 


1. I perfectly agree with Professor Rosenstein-Rodan in his 
emphasis on the fact that a free economy cannot establish an equi- 
librium between aggregate demand and aggregate supply, i.e. that it 
cannot ensure the dynamic monetary equilibrium and consequently 
neutralise deficient demand — which, according to Keynes, is the prin- 
cipal cause of unemployment and economic disequilibrium; an active, 
co-ordinated and coherent economic policy, based on long-term planning 
is therefore required. : 


2. However, by adding that “the primary function of planning in 
a free society is to increase the flow of information, thus correcting the 
imperfect anatomy of market failures”, I am afraid that Professor 
Rosenstein-Rodan gives planning a purely indicative function; in this 
way it would not, in fact, lead to a maximation of national income, 
nor would it allow constant economic growth or social progress, for 
economic growth must remain the result of a conscious act of will 
rather than being determined by a series of other inducements. In 
other words, the Government cannot content itself with maintaining or 
restoring the economic equilibrium, but it has the obligation of creating 
the conditions necessary for expansion. It must formulate general 
objectives and see to it that inadequate structures, impeding progress, 
are altered. This is not alone valid for the less developed countries, 
but also for the industrialised nations. As the OECD emphasised in 
a recent report, “vigorous action must be taken” to prevent growth 
from being arrested through insufficient demand or a constant rise in 
prices. 


3. Any such policy, the aim of which it is to create the means 
necessary for controlling the general level of demand, requires a type 
of planning that is a concrete, deliberate and quantitative expression of 
the Government’s policy and is executed in accordance with a demo- 
cratic concept. Such planning must be rational and effective; its final 
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target must be to improve the living conditions of a rapidly developing 
society. The economic plan itself must therefore comprise a coherent 
set of objectives to be reached within a given time and lay down the 
means for their achievement. It must control the different, independent 
activities which it tries to co-ordinate and to direct towards a concrete 
target, it should stimulate the activity of private enterprise by incentives 
or injunctions and contribute to turn to use the nation’s resources 
whenever private initiative is reluctant or uninterested, particularly in 
the case of the developing countries. Finally, the plan has to determine 
priorities and the urgency of the work to be done by using the relevant 
economic and social criteria, in short, it has the role of the general 
Staff in the battle for a country’s development. 


4, To the general factors, which have helped to widen the appli- 
cation of planning considerably, others must be added which render it 
even more urgent, not alone in the less developed countries but also in 
the highly industrialised states of the Western Hemisphere. The most 
important among them are: 


(a) The rapid progress of technology and science which will receive a 
further stimulus from automation and the industrial use of nuclear 
energy. 


(5) The risk of an economic recession or even crisis which is heightened 
as unemployment in certain developed countries such as the United 
Kingdom and the United States gives cause for concern. 


(c) International economic competition which, in the years to come, will 
be intensified through the division of the world into two hostile 
blocs. 


(d) The claims of the working class for a juster distribution of 
national income; this consideration is based on the fact that the 
continuity of economic progress can only be assured if social pro- 
gress accompanies it. 


All these factors require more than merely an indicative type of 
planning; it must be active, effective and, above all, democratic in both 
its preparation and execution. In anticipation of the economic deve- 
lopment during the coming years, the plan cannot therefore simply be 
used as an “instrument to guide the economy and as a general frame- 
work for investment plans” — as the French plan is—but as an 
effective means of promoting uninterrupted economic growth and of 
achieving a lasting improvement of income distribution; this will make 
it possible for economic and social progress to develop at an equal 
pace. 


5. As far as the problems planning poses to democracy are 
concerned, I perfectly agree with Professor Rosenstein-Rodan’s state- 
ment that it may improve the functioning of a democratic society. One 
might even add that planning seems to be inherent in the concept of 
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progress and of communal life. Doesnt the idea of a plan apply to 
all economic subjects? Do not all consumers, companies or other 
economic bodies function according to a plan? Why should society 
itself refrain from establishing a plan? If we therefore admit that the 
final aim of any society is the constant improvement of the welfare of 
its population, planning, as an instrument to reach that goal, must 
after all be considered as a rational and democratic social action. 


Statement by Mr. Roman HADELMAYR (Austria) 


The framers of economic policy in practically every country in the 
world have serious decisions to take. It has at last been realized to 
a considerable extent that the problems of adapting a national economy 
to the ever-increasing size— considered in geographical terms — of 
economic units on the one hand and to the ever-increasing pace of 
scientific and technical progress on the other are so great that attempts 
to deal with them piecemeal or on an ad hac basis can no longer suffice. 
Planning is becoming a factor of increasing — almost of primary — 
importance. The very mention of the word “planning”, however, gives 
rise to a variety of different reactions. Many people are fascinated by 
the concept; for them the establishment of any plan is a confirmation 
of their beliefs. Many other people, on the other hand, have a rooted 
objection to planning of any kind; they view it with suspicion, and 
plans are for them milestones on the road to a centrally planned 
economy of the communist type. These two extreme attitudes still 
have important champions in politics and the press and are certainly 
not to be belittled; but the idea which Professor Rosenstein-Rodan 
advanced, namely that planning has always formed an integral part of 
economic activity and is basically no more than a policy of co- 
ordination of economic activities with a view to the achievement of a 
specific end, and is therefore not a specific attribute of any particular 
system, is steadily gaining ground. 


The inherent contradictions existing within the market economy 
become particularly apparent when one considers the different attitudes 
. towards planning that one encounters within it. These range from 
opposition on grounds of principle to all kinds of planning to accept- 
ance of long-term pianning of a general character. As an example of 
categorical opposition, let me quote Mr. Erhard, the Federal Economic 
Minister in the Federal Republic of Germany, who at the celebration 
of the centenary of the foundation of the Opel firm in Riisselsheim 
made his position crystal clear when he said: “I am opposed to 
planning of any kind”, Mr. Erhard is a particularly prominent member 
and spokesman of those groups which object to President Kennedy’s 
attempts to influence the United States economy through the Executive, 
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planned State intervention in the economic field mainly through control 
of private and public investment, as practised in France, and 
even attempts to influence the economy by means of state share 
holdings in economic undertakings such as IRI and ENI in Italy. 
Mr. Erhard is not the only person to hold these views. The review 
Oesterreichische Finanznachrichten has described the interest in plan- 
ning shown by many entrepreneurs as “a modern method of playing 
with fire”. Such persons are not prepared to see in the concepts of 
long-term approaches, planning as a means of determining require- 
ments, social product projections, forecasting, indicative planning and 
similar notions as more than synonyms for attempts to pierce the veil 
of the future which have no relevance to general policy; they admit that 
such techniques may provide a certain amount of useful information 
for entrepreneurs but oppose any suggestion that entrepreneurs should 
be forced to accept any guidance based thereon. 


Basically, the attitude I have outlined is typical of the old liberal 
school, which, as is well known, was opposed to any interference by 
the State in the economy on the grounds that this would interfere with 
the free play and interaction of the forces of supply and demand in a 
free and competitive economy. The exponents of this theory considered 
the free interaction of these different forces a natural state of affairs. 


However, there are many theoretician and practitioners of economics 
in the social market economy today who do not share this uncom- 
promising attitude. Professor Halistein has said: “the normal relation- 
ship existing among human beings is not based on the free interplay - 
of forces but on the unrestricted manipulation of the weak by the 
strong”. The programme of action of the European Economic Com- 
munity is based on similar premises; it contains the following state- 
ment: “To understand the implications of the decision to make the 
Community responsible for the development of a common policy — that 
is to say, the promotion of economic union — one must bear in mind 
the fact that a free economic system of the modern type can no longer 
continue to exist unless the State plays an active part in economic 
life.” A similar attitude is expressed in an article published in Die 
Industrie (No. 21, Sept. 1962), the official publication of the Austrian 
Federation of Industries; this article states that any economic policy 
should be systematic and far-seeing and involve a measure of planning. 
The writer refutes any possible suggestion that he is in favour of 
rigid, universal planning by pointing out that in an economy which is . 
continually becoming more complex, and in which each part is be- 
coming more dependent on other parts, and in a world where a similar 
trend is manifest, no one can seriously argue that economic policy 
today can be conceived exclusively in terms of the free interplay of 
forces. This attitude is encountered elsewhere. There can be no doubt 
that chambers of commerce and industrial associations existing today 
within market economies have come nearer to accepting the concept 
of planning and many entrepreneurs and politicians. This may be 
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because the former have a broader and more general knowledge of 
the dictates of economic policy or simply because they have faced up 
to the requirements of the functioning of the present-day economy, 
which forces even a market economy to resort to a measure of planning 
if it is not to. break down completely. In the publications of these 
bodies one frequently finds statements such as the following: “The 
market economy can only continue to exist if the measures taken by 
the State in pursuance of its economic policy (which are tacitly 
recognized as essential) are taken in a more organized (i.e. planned) 
fashion; that is to say, they must be specifically designed to promote 
the aims they are destined to attain and must, from the economic 
standpoint, dovetail with one another.” Another reason why planning 
is recognized to be necessary is that the maintenance of economic 
expansion at not less than a minimum fixed rate and the integration 
of the economies of Western Europe have become avowed aims of 
international economic policy. 


Briefly, this means that progressive. repersentatives of a social 
market economy under a planned system are prepared to accept the 
systematic preparation in advance of ‘every stage of development, with 
prior assessment of long-term and secondary effects of measures taken, 
the scheduling of individual measures, and the systematic provision of 
information through Chambers of Commerce and occupational associa- 
tions. At the government level long-term budget policies and growth 
planning designed to keep the over-all production of the economy 
increasing at as high a rate as possible are acceptable. Generally 
speaking, these circles support planning so long as it provides a 
safeguard for their capital and profits. However, in an article published 
in Der Moderne Unternehmer (No. 13/1962), published by the Austrian 
Federal Chamber of Commerce, the boundaries within which planning 
must remain are defined with exceptional clarity in the following terms: 
“The body of entrepreneurs will only accept an increase in planning, 
particularly in the domain of economic policy, if the private entre- 
preneur is allowed to go on playing his role in the political order as 
the most important and the essential element.” This is a remarkably 
frank expression of opinion. It clearly shows what illusions continue 
to exist in entrepreneurial circles even today. It evokes the glorified 
image of the entrepreneur as the key figure on whose abilities and 
efforts the State, the economy and the national culture depend. It is 
clear from such an attitude that the representatives of the social 
market economy cannot be expected to accept planning from above 
unless the power and the profits of the individual entrepreneur remain 
unaffected. 


Planning has always been a feature of collective economy rather 
than of market economy, as it is concerned with the welfare and 
security of the community as a whole. In a modern economy the 
regulating and corrective functions of collective economy are essential. 
The uncontrolled mechanism of the liberal market economy. must give 
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way to planning, control and social responsibility. Planning offers 
security against the dangers of crises, the continual satisfaction of 
needs to an ever higher degree and, above all, a better distribution 
of incomes. [ts aim is the achievement of an optimum level of 
material and non-material welfare. Among the non-material values it 
promotes the most important is that of freedom. However, freedom 
is only possible in a democracy. This means that planning must be 
democratic too. i 


The direction of economic activity primarily towards the satis- 
faction of consumer needs in this way, and the opportunity given to 
all concerned in economic activity to have a voice in decision-making 
and supervision, are fundamental characteristics of collective economy 
and serve to distinguish it from centrally administered or authoritarian 
economic systems, which are directed primarily with a view to achieving 
ends of governmental policy. 


Statement by Mr. Heinz KIENZL (Austria) 


I should like to make a few remarks on Professor Rosenstein- 
Rodan’s exposé. In his report I find a statement to the effect that it 
is unjustified to be over-optimistic in relying on some counteracting 
force which will keep wages on a level EES growth and social 
progress. 


The question arises: Who then is to take care of this function? It 
appears to me that there is only one alternative: the Government or 
the trade unions. Since it cannot be a government function in a demo- 
cratic’ system, there remains only one possibility: the trade unions 
themselves must establish the optimal wage and income growth policy. 


A growth factor as important as wages cannot simply be omitted 
from a plan. This supposes, however, that the trade unions must be 
allowed to participate in the establishment of the plan on an equal 
footing. This is the only way for them to convince themselves that the 
basic calculations are adequate and to be aware of all the facts when 
they participate in policy decisions. 


The governments have the task of steering demand on the individual 
markets in such a way that no wage drifts arise from excessive demand 
for labour, whereby the trade unions would be prevented from conduct- 
ing a rational, solidary wage policy. 


It is obvious, of course, that the trade unions must adapt their 
structure to the new tasks before them. Even organisations rooted 
firmly in their traditions, such as the T.U.C., have become aware of 
this necessity and are preparing themselves for their new duties. 
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Statement by Mr. Gerhard SCHMIDT (Germany) 


Please permit me to raise a few questions and problems closely 
connected with Professor Rosenstein-Rodan’s report as well as with 
our Congress and the aims of collective economy as a whole. 


First of all I should like to express my fundamental agreement with 
Professor Rosenstein-Rodan’s statement that planning—or whatever 
other term has been adopted for this process in the usage of the 
different languages —is necessary and worth while in the present 
conditions of our complex economic system. 


After all, there is nothing revolutionary or new about planning, it 
simply means the adoption of a homogeneous economic policy, which 
‘widens the range of information for anyone actively engaged in 
economic life and provides the insight necessary for taking appropriate 
decisions. 


But this acceptance of indicative planning does not do away with 
all problems. 


The first is the possible discrepancy between the objective of the 
plan and reality, although I think that it is still comparatively easy to 
channel demand towards these objectives. 


However, any one working for an administration or an undertaking, 
who has tried to make a more or less accurate forecast of demand, 
knows how difficult this is. In this connection national and supra- 
national planning encounters the following difficulty: the objectives of 
the plan are determined by a social and political scale of values which 
does not simply take the existing circumstances for granted, but has 
ethical and moral claims on those involved in the economic process. 


Let me give you an example. The planning authority may decide 
to increase investments for cultural purposes. It may be expected that 
supply will have no difficulty in conforming to this directive,.all the 
more so, since investments of this nature are mainly made by public 
bodies. But it is less certain that demand will follow supply. The 
objectives of the planning authority or parliament may not or not 
vet be those of the majority of the consumers. 


Two points are therefore important: 


(1) The success of a pian depends on its acceptance by all. This can 
be furthered by convincing all those concerned that the planning 
objectives are justified. It seems to me that here lies a wide field 
for social education. 


(2) The plan must be elastic and easily adaptable to the requirements 
of real life. Problems may arise through a certain inertness of the 
bodies having the power of decision; plan revisions should not, 
therefore, become a matter of re-writing history. 
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Let me raise a final point which needs elucidation. Speaking of 
public utility undertakings, Professor Saraceno said: “In the interest 
of collective economy, prices may be set in such a way that total 
incomes lies below total production costs.” Professor Rosenstein-Rodan, 
on the other hand, dealing with what is known as “shadow prices” in 
connection with electric current tariffs, said that “prices in which costs 
are not reflected cause a direct waste of funds through a loss of 
profit”. 


It is true that Droen Rosenstein-Rodan is mainly speaking of 
the underdeveloped countries where there is considerable capital 
shortage. Nonetheless it seems to me that this raises two questions of 
principle: 

(1) Must the investment and price setting policy of a collective- 
economy undertaking always be guided by profit, the market 
interest rate or the “shadow” interest rate? If this. were so, it 
would mean a fundamental break with the policy of many col- 
lective-economy undertakings in the past and present. Our Italian 
friends in particular could quote remarkable examples of per- 
formances which are unprofitable for the individual undertaking 
but render great service to collective economy. 


(2) Is it the purpose of all undertakings to maximize their profit under 
a given set of conditions? In other words, is their purpose purely 
economic? In the words of Professor Weisser, the purpose of any, 
‚even a private, undertaking is fundamentally determined by extra- 
economic decisions. It is not-a purpose in itself. 


` I should be grateful, if. Professor Rosenstein-Rodan could find the 
time to say a few words on these problems. 


Statement by Mr. Peter SCHRAMKE (Austria) 


I should like to express my appreciation of Professor Rosenstein- 
Rodan’s report in which he explained the importance of planning for 
modern economy and pointed out that the economic goal of maximising 
national income and social welfare cannot be reached by means of a 
free market economy system in the sense of the theory of classical 
liberalism. 


Professor Rosenstein-Rodan has said in particular that market 
economy is unable to establish a natural equilibrium in the field of 
investments and that it is impossible under that system to balance 
aggregate demand with aggregate supply. 


I was a little surprised by an observation, according to which even 
the strongest advocates of a free economy recognise that an equilibrium 


SARACENO, WEISSER AND ROSENSTEIN-RODAN’S REPORTS 273 


between aggregate demand and supply cannot be ensured by the 
automatic responses of the market. 


In fact, despite Keynes, contemporary writers still now and again 
support the view that the mechanism of the market—-at least in 
conditions of perfect competition — matches both demand and supply 
of individual commodities and aggregate demand and supply as defined 
by Say. 


However, as far as I know, contemporary economists have not yet 
unanimously agreed with Professor Rosenstein-Rodan’s answer to the 
question whether planning is necessary to ensure monetary equilibrium, 
or whether a competitive system corresponding as much as possible to 
the ideal model can take care of this task more adequately. I therefore 
believe to be right in understanding that Professor Rosenstein-Rodan 
meant to establish a trend in scientific thought to agree with the need . 
tor planning in order to ensure a global equilibrium in society. 


Speaking of planning objectives, Professor Rosenstein-Rodan men- 
tioned a social scale of values which finds its expression in social 
welfare. In my view this point is particularly important, since in 
discussions on the respective advantages of planning and a market 
economy system, the argument has often been put forward that pro- 
ductivity is the only scale as far as the production of commodities is 
concerned. If this purely materialistic viewpoint. of productivity were 
accepted, the ideal and most economic system would logically be the 
one that degrades man to a mere robot and suppresses any human 
action that has no economic motive. It therefore needs to be clearly 
stressed — as did Professor Rosenstein-Rodan — that planning objec- 
tives should not simply take as a standard a purely material wealth, but 
also a maximum of social welfare which, if I understand correctly, 
includes values such as freedom, social justice, securily and — last 
but not least — cultural values. 


Interpreted in this way, planning ultimately becomes a task for the 
betterment of human destiny, since it contributes to free human society 
from economic hazards and renders it more independent in shaping its 
own welfare. 


In the context of national planning I should also like to mention 
the economic measures taken to develop certain regions of a country. 
A national economic policy to further underdeveloped regions is doubt- 
less a task that needs planning and cannot be solved by a market 
economy system; this can be done by creating investment incentives or 
directly by public investments. 
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Statement by Mr. Karl KÜHNE (Germany) 


It is extremely difficult to comment on a report so rich in interest 
as that submitted by Professor Rosenstein-Rodan. Some of the previous 
speakers have discussed the first part of that report; I shall refrain 
from doing so because in my opinion there remain certain basic issues 
of principle relating to the evaluation of welfare-economy criteria 
which will have to be discussed in connection with Professor Tin- 
bergen’s report. I shall therefore speak here on the second part of 
the report. I am in a position of.some difficulty owing to the fact 
that originally I was only able to obtain the French text; but today I 
tried to compare it with the English original. 


I should like to put to Professor Rosenstein-Rodan two main 
questions relating to the distinction between comparisons of a micro- 
economic and a macroeconomic character. 


The boundary between the two is of particular importance in con- 
nection with the role of public undertakings in the planning process 
and the tasks they will be called upon to perform in the context_of 
planning. One weighty factor to be taken into account is the extent 
to which self-financing is practised; you will remember that Professor 
Rosenstein-Rodan considers this a significant factor in public under- 
takings. If I understand rightly his remark on the subject of the 
‘shadow’ rate of interest, he is recommending that publicly-owned 
undertakings should undertake self-financing schemes on a scale 
comparable to that of self-financing in privately-owned undertakings. 
The remarks he made concerning the subsidising of the economy in 
general by means of the adjustment of electricity tariffs — especially 
on a two-year basis — seem to point in the same direction. He suggests 
that subsidies of this kind are undesirable because they benefit not 
only those who deserve them on the basis of all social criteria but also 
those who do not deserve them. Instead he recommends a system of 
direct subsidies. 


In this last connection it must be pointed out that variations in 
the scale of subsidies provided by means of electricity tariffs are 
already foreseen in the “favourable conditions” clauses of “special 
agreements”. The report prepared by Professor Mortara and his 
colleagues on electricity tariffs in Europe, and particularly within the 
European Economic Community, shows this clearly. In other words, 
what one might call the indiscriminate element in what one might 
describe as these “subsidy” tariffs is not as great as it might appear 
at first sight. 

I have raised the question of the degree of da mainly 


because this question was discussed last October at another congress 
held in Rome. The main point of interest was the fact that publicly- 
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owned undertakings were to a great extent excluded from the money 
market — at least, from its most dynamic section, namely the share 
market — because if they-did so they would cease to be publicly-owned 
undertakings and become mixed-economy undertakings. The result is 
that, if such undertakings wish to maintain the same rate of growth 
as the rest of the economy, they have a stronger incentive to resort to 
self-financing than privately-owned ones. The next question which must 
be asked is this: if public undertakings have in fact a stronger incentive 
to resort to self-financing than private undertakings, what will happen 
if the rule is applied that wherever possible investment should not be 
financed by adjusting charges? And what bearing will this problem 
have on another of the main questions I want to discuss here, namely 
that of ‘shadow’ rates of interest? Might not cases arise in which the 
‘shadow’ rate for the public sector as described by Professor Rosen- 
stein-Rodan be different from that applicable throughout the economy 
as a whole? 

I have little to say here about the actual concept of the ‘shadow’ 
rate of interest. However, I do think that some changes should be made 
in. the terminology used by Professor Rosenstein-Rodan to the extent 
that the concept of “opportunity costs”, which he uses here, is in the 
last resort merely an equivalent for the alternative agreements to be 
concluded on the basis of the “second best project conceived in the 
event that the first proves a failure”. 


And I am not convinced that the method of fixing planning targets 
which he describes in the last part of his report is altogether compatible 
with the idea that in certain cases courses of action other than the 
best for the investment of public capital would be acceptable as 
criteria for assessing the return on public economic investment projects. 


This problem is of special importance in the under-developed 
countries, where the alternative or alternatives offered are frequently 
based on monoculture. I could even imagine that situations of this 
kind have arisen in a number of areas in Italy. But for the Vanoni 
Plan and others which the Professor has mentioned, and but for the 
large-scale investment programmes of the Italian Government and the 
big public corporations in Southern Italy, alternative courses of action 
would certainly have been sought; if this had occurred I suspect that 
investment capital would have been much harder to find and that the 
structure of investment would have been different. I am convinced that 
refusal — partly deliberate, partly unconscious — to take into account 
the ‘shadow’ rate of interest in the search for alternative, or next best, 
courses of action and arrangements often constitutes the initial basis 
for the establishment of a deliberate public investment policy. 


I should also like to mention in passing that the concept of the 
‘shadow’ rate of interest used by Professor Rosenstein-Rodan is 
encountered in other forms. For instance, it is used by Professor 
Hicks, who was one of the inventors of the concept; he even extends 
it to wages and considers that the “shadow rate of wages” may serve 
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as a Stabilising factor. In other words, Hicks assumes that there must 
somewhere be a fixed point in the ever-changing patterns of events and 
deduces from this that one must assume also relatively stable wage 
levels, He thus puts forward, in the interest of the functioning of the 
economy in general, an argument which has always been considered 
particularly questionable, namely that once the general level of wages 
has risen to a given point it cannot be brought down again. 


I should like to have heard Professor Rosenstein-Rodan say some- 
thing about this particular version of the concept of the shadow rate 
of wages as used by Hicks. In particular, I should have liked his views 
on the question of whether this shadow rate of wages, as Hicks 
visualises it, can be considered as a stabilising factor. His views 
would be extremely interesting from the point of view of wage policies 
of trade unions. 


The conclusion that Professor Rosenstein-Rodan forms is that the 
belief that to rule well one should rule as little as possible is an 
obsolescent principle. This conclusion is very much in line with 
contemporary thought. I personally am convinced that planning or 
guidance — or, to use a politer word, programming — has become an 
integral part of modern life. | 


Statement by Mr. E. MARZ (Austria) 


I should like to thank Professor Rosenstein-Rodan for his exception- 
ally fine statement and shall keep my remarks on it very short. 


I should like to begin with a few remarks on what he said about 
the rate of growth in the nineteenth and twentieth centuries. You will 
remember that he stated that the normal rate of growth during the nine- 
teenth century was approximately three per cent: he described this 
rate —if I remember rightiy— as the rate of growth of the era of 
rail transport; he then suggested that the normal rate of growth during 
the era of air transport was five per cent. I should like to mention that 
in the Western world a growth rate of five per cent has only been 
achieved rarely and for relatively short periods, while in the Eastern 
countries the rate of growth during the twentieth century has over 
considerable periods exceeded five per cent and has averaged as much 
as seven or eight per cent. I am not underrating the importance of 
the technical factors and the technological influences which affect the 
rate of growth; these have certainly contributed to the increase in rates 
of growth during this century. I think, however, that the decisive factor 
as shown by the difference between the growth rate figures for earlier 
times and those for the present day may well be planning—in the 
East as well as in the West. Here we must obviously reject any system 
of integral planning: the reasons for this rejection have been brought 
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out clearly during the discussions. A particularly important factor in 
the West is the close relationship between the different democratic 
systems — that is to say; systems in which decisions are taken jointly 
by the community as a whole on the one hand and the planning bodies 
on the other — in other words, systems in which plans are framed in a 
democratic manner. The corollary is that we desire a greater measure 
of decentralisation, greater emphasis on the orientation of the economy 
towards the service of the consumer and shared powers of decision not 
only at the highest levels but also at the level of the undertaking and 
other primary units. You know, however, that during the last few 
decades attempts have been made in the West to promote more intensive 
planning under democratic auspices. The main planning groups con- 
cerned have concentrated on the use of budgetary techniques, particul- 
arly with Keynesian principles in mind— in other words, with a view 
to promoting employment and full employment. The second point 
of particular interest to us here is the role to be played by the 
collective-economy sectors in the context of planning. As you know, 
there are three collective-economy sectors, namely the co-operatives, the 
monopoly undertakings and, lastly, the different sectors which might be 
‘described as forming part of collective economy in the narrower sense 
of the term: that is to say, the raw materials and capital goods 
industries. The latter sector, which is still relatively under-developed 
in many industries in the Western countries, is a particularly effective 
instrument for planning in the West. I am convinced that by the 
proper use of these industries centralisation of the major decisions on 
investment could be achieved in the manner described by Professor 
Rosenstein-Rodan. As you know, in countries like France and Austria, 
the capital goods sector can no longer be considered to be under- 
developed; in Italy, our host country, and in England the position may 
be similar. In other countries, however, the capital goods industry may 
with justice be considered as under-developed. 


In my opinion, planning systems are extremely interesting and have 
achieved great successes, particularly where both the collective-economy 
sector and the budget are deliberately used as instruments for the 
promotion of economic expansion. But I should like to emphasize that 
indicative planning and outline planning of the Western type is to a 
great extent dependent for its success on the existence of a collective- 
economy sector and I am convinced that, to be able to discuss planning, 
we must fully realise the nature of the role to be played by the 
collective-economy sector; we must also realise that the third of the 
great pillars on which the edifice of collective economy is based is the 
sector consisting of the raw materials and capital goods industries. 
This sector must be given a specific part to play in collective economy, 
and the different types of plan must be specifically designed with the 
aim in view of giving this sector a concrete part to play. 


n 
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Statement by Mr. Branko HORVAT (Yugoslavia) 


It is hardly necessary to argue that planning has become socially 
necessary, both for developed and underdeveloped economies. But it 
may be of some interest to point out why it has become socially 
necessary. One can find at least four reasons for this. 


First of all, market imperfections make planning urgently necessary. 
One could possibly argue that the market worked imperfectly in the 
last century also and still there was little planning at that time. But in 
the last hundred years modern industrialised economies have undergone 
one significant change in their organisation. Most of the nineteenth- 
century economies had a large subsistence sector in agriculture. Thus, 
violent cyclical movements in the market sector could not spread with 
equal force throughout the economy as a whole. The subsistence sector 
served as a cushion. The industrialised economies of today have no 
such cushions. 


The second reason is closely related to the first. The division of 
labour has been pushed very far and the economy is growing more and 
more complex. In the modern economy the innumerable interdependent 
activities of the economic subjects cannot be co-ordinated solely by the 
‘slowly and crudely working market mechanism, which, moreover, reacts 
mostly ex post. Enormous economic waste could and did occur. Thus 
some sort of ex ante co-ordination of economic activities becomes un- 
avoidable. And ex ante co-ordination means planning. 


The social views on the responsibility of the State for the functioning 
of the economy have been gradually changing. People have ceased to 
think of the economy as of something akin to natural forces that exist 
and develop according to their own immanent and unwieldy laws. They 
have come to think that the economy could and should be controlled. 
Accordingly, at the same time as the enormously increased complexity 
of the economy has substantially increased the chance of economic 
waste, public opinion has begun to urge the elimination of the waste 
as such. Large-scale unemployment and meaningless sufferings, pro- 
duced by a laissez-faire market economy, can be tolerated no longer. 
Consequently, laissez-faire policy has been gradually substituted by 
planning. 

The fourth reason is specifically applicable in the underdeveloped 
part of the world. For economic development cumulation effects are 
characteristic. Small initial differences in economic development tend 
to increase as time passes by until they become intolerable, as they 
are now. In most, of the underdeveloped countries the slow pace of 
the economic development has produced an extreme social pressure for 
a radical increase of the rate of growth. The economic history shows 
us that an undeveloped, weak laissez-faire economy is not likely to 
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grow fast in a highly competitive world. In this way, planning becomes 
the only realistic policy alternative for an underdeveloped country in 
the second half of our century. 


Planning implies two things: drafting of plans and implementation 
of plans. For a very long time the weight of the latter component has 
been neglected. The following reasons could possibly account for it. 
The idea of planned economy was developed in a juxtaposition to the 
laissez-faire economy. It implied nationalisation of private property 
and running of the national economy as a single, state concern. Pre- 
paration of plans was considered crucial; their execution seemed rather 
obvious. The national economy was conceived as a multiplied Standard 
Oil Co. and it was tacitly maintained that the running of it could not 
substantially differ from the management of a big trust. 


This rather primitive idea of planned economy has provoked criticism 
on the part of laissez-faire policy adherents. It was contended that the 
centralised administrative directing of the economy inevitably produces 
bureaucratisation of the entire social life, bureaucratisation breeds 
authoritarianism and the latter endangers the fundamental human free- 
doms. Consequently, if one has to choose between individual freedoms 
accompanied by some laissez-faire economic waste and planned per- 
fection based on authoritarianism, the choice should be evident. 


The fallacy of the just quoted argument has by now become obvious. 
Laissez-faire economies have generated both democracy and fascism, 
and planned economies might do the same. Neither laissez-faire nor 
planning by themselves do determine the political structure of a 
society. In this respect other considerations are important. Neverthe~ 
less, one may, I believe, argue that planning extends human freedom, 
at least potentially, beyond the possibilities of a laissez-faire economy. 


But from the purely economic point of view, which is of primary 
interest for the present paper, what matters is that there is no unique 
system of planning. Moreover, accumulated historical evidence indi- 
cates that centralised administrative planning is not as efficient as 
it may appear at first glance. One might, perhaps, observe, that admi- 
nistrative planning, wherever applied, has achieved an increased rate 
of growth as compared to the laissez-faire economy. But the relevant 
economic question is not: How to increase the rate of growth? — it is: 
How to maximize the rate of growth, ceteris paribus? 


It is here that the economic institutions for the implementation of 
plans, come into the picture. An economically sound and well-balanced 
national plan is, of course, an indispensable prerequisite for a success- 
ful development policy. Nevertheless, it represents by far the easiest 
part of the work to be done, particularly in the underdeveloped 
countries where the economic alternatives to be chosen are pretty evi- 
dent. What is really difficult is the framing of the social and economic 
institutions of the country in such a way that they become conducive 
to the implementation of the plan, that they make possible the fulfilment 
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of the socially desired goals. This may sound more or less obvious, 
but it is still true that we produce experts for drafting plans and 
practically no experts for designing the institutions, no experts for 
constructing “economic systems”. And when an underdeveloped 
country asks for help in planning, it often gets experts who use input- 
output and linear programming methods to find out what is more. or 
less evident, and does not get people who could help in setting up an 
efficient economic system, most appropriate to the country in question. 


Half-a-century ago economists could think of only two economic 
‚systems: laissez-faire economy and administratively planned economy. 
The economic disaster of the nineteen-thirties produced a third one, 
both theoretically and practically. It has come to be known as a mixed 
economy. Since then at least one more economic system has appeared 
in practice; one could call it decentralised planning. And there is no 
reason for believing that the typology of modern economic systems has 
been exhausted in this way. In fact, economists have acquired a new 
and fascinating field of study. As a science, economics started by 
describing the mechanism of a certain economic system, which it took 
for granted. Later, it went on to building up its kit of tools, to studying 
the logic of economic categories and the various aspects of economic 
rationality. In the last few decades it has begun to tackle the immense 
problem of applying the criteria of rationality to the construction of 
the economic systems themselves. We have not been quite conscious 
of this change. But this is what is characteristic for our age of 
‘planning. 

Three of the economic systems mentioned above are well known. 
The fourth one is probably less known and therefore deserves a few 
more comments. In fact, one could possibly ask whether the term 
“decentralised planning” does not represent a contradiction by itself. 
The term, perhaps, is not particularly happy, but it indicates the 
historical origin of the system which has been developed as an antithesis 
to the central administrative planning. 


The social-economic rationale of such a system may be described 
in the following way. If private ownership of productive forces and 
the vested interests coupled with it preclude economic rationality on 
the national level, represent obstacles to the mobility of economic 
resources, prevent an efficient co-ordination of economic activities and 
make difficult the fulfilment of socially proclaimed goals — the natio- 
nalisation of means of production, partial or total, might be an appro- 
priate institutional change. But if state management of business 
activities leads to large-scale bureaucratisation of social life with 
economic waste, lack of incentives, lack of individual responsibility, 
and other unwanted effects it may become desirable to separate business 
from the State. Now, if both private individuals and the State are 
eliminated as owners and managers of business undertakings, further 
institutional changes are needed. Accordingly, ownership becomes 
social, and management becomes collective. The former means that the 
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economic resources of the society are accessible to any potential entre- 
preneur under equal conditions. The latter means that the management 
of a business undertaking is to be exercised by those most directly 
concerned with it, that is by the people working in that particular 
undertaking. This, of course, implies not only full freedom but also 
full responsibility for the decisions taken. 

Social ownership and business selfmanagement are two new and 
fundamental institutions of the system of decentralised planning. The 
other economic institutions — market, banking, state budget, etc. — need 
no substantial changes; they only have to be adapted to the new 
economic framework. However, we still have to solve the crucial 
problem of co-ordination. No extensive treatment of the problem can 
be undertaken here. It will be merely indicated how the problem can 
be solved. For this purpose it is useful to distinguish between co- 
ordination in the short run and in the long run. 


In the short run productive capacity of each particular enterprise 
may be considered as given. Accordingly, supply is given, or potentially 
given, and only has to be adapted to the variations in demand. In this 
case the market pretty efficiently plays the role of adaptation 
mechanism. No special new co-ordination institutions are necessary. 
Of course, even in the short run the market works imperfectly. But 
these imperfections may be cured sufficiently successfully by means of 
classical instruments of economic policy (taxes, price control, customs 
duties, commodity reserves, etc.). 


The real problem to be solved is co-ordination of economic activities 
in the long run. It boils down to the question: How to attain the 
appropriate volume and structure of investment? The volume of invest- 
ment depends on the volume of saving. Consequently, it is, in principle, 
not difficult to regulate the volume of investment technically: if there 
is too much of investment, one may tax investment; if investment is 
insufficient, one may tax consumption (by some sort of purchase tax, 
for instance). But the problem of investment structure appears to be 
much more involved. Let us approach the problem by focusing our 
attention to the fact that investment is not economically homogeneous. 

First, there is a category of projects of national importance. The 
location and the size of such projects have to be determined on their 
individual merits and only the government of the country can assume 
the responsibility for the decisions taken. Likewise, the government 
has to provide the necessary finance. There is nothing bureaucratic in 
such a solution since these projects are few in number and are most 
efficiently carried out if under public scrutiny. 

The second category comprises what might be called the leading 
industries of a country. “Leading” in the sense that the pace of 
development of these industries determines the rate of growth of the 
economy as a whole. To this category frequently belong the so-called 
heavy industry, export industries and new industries. They are often 
capital intensive, risky and not particularly profitable and as. such 
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cannot be expected to adjust themselves to the needs of the national 
economy in an automatic way. As a consequence the full responsibility 
for investment decisions cannot be left to tlie business community 
alone; planning authorities have to have their say too. This means 
that the National Plan will fix the desirable targets for development 
and the National Investment Bank will accumulate the necessary 
resources to finance the programme. 


The rest of the economy will be able to adapt itself to what happens 
in the first two categories. The enterprises will finance their investment 
ventures partly from their own resources and partiy by borrowing from 
the National Investment Bank. In the latter case the NLD acts as a 
classical banker granting loans to the highest bidders. The lending 
enables the N.I.B. to correct individual investment decisions in order 
to bring them in line with the requirements of the National Plan. 1 
Associations of enterprises by industries and full economic information 
at the disposal of anyone interested — help the system to work 
smoothly. 

It is often stated that underdeveloped countries lack foreign capital. 
By this is frequently, meant that their national accumulation (saving) is 
insufficient. And international help is sought so as to make good for 
the deficiences in domestic saving. | 

Now, capital may mean two very different things: physical capital 
and money capital to finance investment. Underdeveloped countries 
undoubtedly Jack physical capital. But a rationally planned economy, 
cannot experience lack in money capital, a deficiency in saving. It must 
be possible to save as much as is necessary, i.e. as much as is deter- 
mined by the positive marginal efficiency of investment. 


Of course, all this does not imply that foreign capital plays no 
role in the economic development. It only implies that this role should 
be interpreted in a somewhat different way. In a completely stagnant 
economy foreign capital may act as a real prime mover of growth. 
But such cases are exceptional and, at any rate, once growth begins, 
we have a substantially different situation. Here import of foreign 
capital does not speed up growth because it supplements the national 
rate of saving (or at least not primarily because of it), but because it 
increases the volume of international trade. Foreign capital also helps 
the country to overcome structural bottlenecks. And structural bottle- 
necks are the most important obstacle an underdeveloped country 
encounters in trying to speed up its development, since fast economic 
development implies radical structural changes in the economy. 


* 
EE 


1 In the Yugoslav planning practice it has been found that central disposal of 
about 50% of commercial investment resources or of about one-third of total invest- 
ment resources (houses, schools, etc., included) suffices to exercise an efficient long- 
run economic co-ordination. As the system as a whole improves, it might become 
possible to lower these percentages. A 
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Planning varies from country to country, social-economic insti- 
tutions being historically determined and, consequently, different in 
different countries. Surely, there are many common elements in various 
planning systems, but they should not be exaggerated if planning is to 
be fully adapted to local circumstances. For the same reason planning 
varies in one and the same country as the time passes by. Characteristic 
in this respect is the controversy of centralised versus decentralised 
planning. If one were asked to give an underdeveloped country, 
embarking upon the path of development, a general recipe on how 
to organise planning, the recipe would normally run as follows: start 
with strict centralisation, since resources and skill are extremely scarce 
while social objectives are simple and rather obvious. But once the 
take-off period is completed, initiate a process of continuous and 
systematic decentralisation. 


Finally, planning may be considered as a great social achievement, 
since it widens the field of human choices and increases the scope of 
human control in the most uncontrollable field — in the field of human 
relations. The age of free market produced what is known as political 
democracy: the age of planning is on the way to produce what is 
frequently called industrial democracy. Authoritarian control, em- 
ployer-employee relations, have still been preserved on the working 
place — where one spends the major portion of one’s conscious life. 
Planning creates preconditions for an elimination of the remnants of 
authoritarianism. 


Statement by Mr. Jiro KANO (Japan) 


From the standpoint of the national income statistics and the 
national economic planning in Japan, government investment is 
usually divided into two parts, administrative investment and govern- 
ment or statutory enterprise investment. Administrative investment is 
mostly composed of that in public works such as for roads and rivers 
both by central and local governments. The gross government capital 
formation in the gross national expenditure balance is composed of 
both of them, but the enterprise equipment in the Doubling National 
Income Plan includes not only producers’ durable equipment but also 
government enterprise investment. 


The average rate of growth of gross national products for three 
years up to 1961 shows an extraordinary figure of 15% in real 
terms. While the primary factor of this rapid expanding economy was 
private investment, particularly in manufacturing industry, the rate 
of share of the government investment in the gross national product 
(GNP) was relatively low. But government investment itself is growing 
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at high rates, no less than 20.2 % and the highest at 28.9% in 1961. 
This was the starting year of the Doubling National Income Plan and 
also the peak year of business cycles. 


Although the share of government investment in GNP is said in 
Japan to be comparatively low from the need of current Japanese 
economy, it is not low from the standpoint of international comparison. 
For example, administrative investment as a government capital 
formation in 1960 was 6.6% in Japan as compared with 3.3% in 
West Germany, 2.6% in Italy, 24% in the United States and 4.2% 
in Canada. As the per capita national income in Japan was still at a 
low level of 341 U.S. dollars in the same year compared with $967 in 
West Germany, $509 in Italy and $2,288 in the United States, the 
absolute amount of the government investment in Japan is never of 
high level compared with these foreign countries. But such climbing 
tendency both in GNP and the share of the government investment in 
GNP may be said to be the one that gives desirable expectation to 
cover the shortage of social overhead capital for the future. 


During the last several years, the shortage of social overhead 
capital in Japan has been desperate in many fields and in many ways. 
Narrow streets congested by motorcar traffic and muddy and danger- 
ous highways are notorious. The National Railway’s electric trains of 
ten to fifteen carriages loaded with passengers to capacity running 
every three minutes was the cause of the queer stagger system of 
commutators in Tokyo. Ocean freighters entering the principal for- 
eign trade ports were obliged to moor for a month or more waiting for 
cargo handling in the first half of 1961. The residents of the western 
part of Tokyo were supplied with water only during several hours of 
day-time last summer. These very difficulties caused by the shortage of. 
social overhead capital seem to have come from the special charac- 
teristics of government investment, particularly from the historical 
conditions, 


In the transportation fields, railroad and port construction were 
taken as important media to support the industrialisation of economy 
in the earlier years of Japan’s history. The starting time of the 
national highway construction was postponed until late in 1931, when 
the main railroad networks were mostly completed, and until 1959 the 
road assets never could catch up with the amount of about 1,400 
billion yen (at 1955 prices) of railroad assets. These must be the 
remote cause of the present poor conditions in highways and streets. 
The terrible congestion in rush hours of urban railroads was mainly 
caused by shortage of the investment connected with the politically 
controlled legal traffic fares in the postwar period. 


Public investment in housing and amenities was extremely neglected 
up to the Second World War. Only exception to this seems to be the 
sewerage facilities in Tokyo and other few cities, but even in this case 
the sewerage area was limited to only within civic centers. The rate of 
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sewerage area to all urban areas of Japan is only 17 % even at present 
in 1963. Public aids to housing was started by the public housing 
schemes in 1945, followed by the public loan system in 1950 and the 
public corporation system in 1955. But the rate of all housing invest- 
ment to GNP could not have reached the level of 4% even in recent 
years. 

It is a fact that the pressure on the Japanese economy of defence 
expenditure and outlays for constructing modern industries was very 
strong in the prewar period. For example, according to Dr. Henry 
Rosovsky’s estimate, the defence equipment investment in gross domestic 
capital formation was at the average rate of 30.9% during the period 
from 1931 to 1940 and 12 % fro 1927 to 1936, compared with 1.1 % in 
1959. Apparently, this pressure greatly restricted the expansion of 
government investment of a-non-defence character, thereby forcing the 
Government to concentrate on a few pivotal points of public equipment 
such as railroad, port and river facilities. 


At the same time, if we observe them from the standpoint of 
national planning expertly analysed by Professor Rosenstein-Rodan, it 
looks as if there existed a fundamental national planning in unification, 
and as if all sorts of significant government investment were allocated, 
departmentally and chronologically, according to the planning. Of 
course, it is a different question here whether the planning was really 
fitted to the welfare of the Japanese people or not. At any rate, it must 
be borne in mind that it is only an interpretation made in later years. 
The Japanese Government never had planned in this sense, particularly 
in the earlier years. 


The subjective character of planning must be inquired into most 
deliberately. The final desire of human beings as individuals and social 
groups may be set clearly as happiness and maximum welfare. But 
if we want to put up reasonable and balanced objectives for the 
planning work as the intermediate targets on the way to the final desire, 
this will necessarily meet extreme difficulties. Among many factors 
bringing about these difficulties, the subjective character of putting up 
objectives should not be forgotten. 


Many objectives are never to be decided only from the objective 
side. Final decisions, particularly of quantitative objectives, are due 
to the subject of family, firm and society. The difficulty of establishing 
- objectives compared with the finding of means to objectives is to a 
large extent based on the subjective character of planning. Economists 
and planners can only prepare possible alternatives. 


In economic planning at the national level, the final demand is a 
function of human wants which develop along the course of time, 
as well as other factors such as innovation, social system and govern- 
ment policy. This is one of the important reasons for the fact that the 
longer the planning period the more difficult it is to put up objectives. 
But we cannot avoid the need for a perspective horizon. 


286 SIXTH INTERNATIONAL CONGRESS ON COLLECTIVE ECONOMY 


Besides the subjective character, many other characteristics of the 
planning function are found; widely spreading range of uncertainty to 
the future, many marked methods of planning in analysis, evaluation 
and integration, need of practical degree of consistency among nume- 
rous disaggregated plans at family, firm and national level, and so 
forth. This must be studied, even in economic science, along the -line 
of lending consistency to the planning function in general. 


Studies of the planning function both in general and in economics, 
I believe, are still in their early stages and most of them are left to 
further studies. 


‘The Doubling National Income Plan which sets the goal at doubling 
the scale of the national economy in terms of real value in about ten 
years, Started in 1961. Although the gross national product ‘in 1960 
was estimated at 13,000 billion yen at 1958 prices, it turned out to be 
13,903 billion yen; the target of GNP in 1970 was set at 26,000 billion 
yen, Therefore, the per capita national income in the target year was 
estimated at U.S. $579, or slightly lower than that of the present West 
Europe as mentioned before. 


It gives me great pleasure to speak on behalf of a Far Eastern 
country. 


I quite agree with Dr. Rosenstein-Rodan on the economic planning. 
Therefore, I would like to point out only the few points where I disagree 
slightly with his analysis, particularly in the way of consideration 
processes. 


In my written statement, I briefly described the government invest- 
ment in Japan at the present, in the past century and in the government 
plan now under execution. Upon the facts and the plan for these 
investments, I gave several tentative interpretations for example, and 
reached the necessity for the two divisions of function, one in economics 
and the other in planning. 


I think that the planning function must have one sphere of 
study, besides the economic function. This may be said to be similar 
to the study of history, containing political history, cultural history 
and economic history. These must have general and special functions. 


The important part of my consideration on planning science in 
general, is based on the study by the late Professor Keilhan of Norway, 
and I wish to point out several important points of discussion and cross 
sections of planning function to economic function, such as the sub- 
jective character of planning, the widely spreading range of uncertainty 
to the future, the fact that many market methods of planning, particul- 
arly in evaluation, need a practical degree of consistency among 
numerous disaggregated plans, and so forth. 
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Through these processes of consideration, my conclusions can be 
said to be similar to those given in the Professor’s paper, at least in 
the planning function. 


Statement by Mr. Corvalan AHUMADA (Venezuela) 


I enthusiastically endorse Professor Rosenstein-Rodan’s plea for 
planning, so much so that I would like to see planning expanded to 
many other fields of human undertaking where a better basis for increas- 
ing rationality in decision-making could be very profitable. There are 
many examples of such type of activities. Education is one of them, 
public health is another; I would even say that social change viewed 
as an integral process can theoretically be planned. I start by showing 
my emotional bias in favour of planning because my comments may 
give the impression that I am quite pessimistic about the possibilities 
of planning economic development at least in the under-developed 
countries of today or rather, those of Latin America, which are those 
I know best. In fact I am pessimistic in a sense but optimistic in 
another, which I shall try to make clear later on. 


I am pessimistic because any plan must fulfil conditions of efficiency, 
internal consistency and feasibility; and although economists have paid 
considerable attention to efficiency and consistency, they have neglected 
feasibility badly. 

Feasibility has four dimensions upon which I want to elaborate a 
little. 

The first is economic. Economists, to be fair, have devoted consi- 
derable effort to define the conditions of economic feasibility of a plan; 
but there is one aspect which has been badly neglected. I refer to the 
measurement of the relative efficiency of alternative sets of economic 
policy instruments under concrete conditions. It is very fine to be 
able to determine with a certain confidence the rate of growth of total 
output, and of sectorial outputs, that an economy can achieve, given a 
potential rate of saving and investments, but it is very far from being 
sufficient. It is also essential to determine the best combination of 
tax, wage, monetary and exchange policies that will make it possible 
to mobilise human efforts in the necessary amount and direction to 
achieve those targets. I underline sets of policies because I believe 
they share the kaleidoscopic feature that Professor Rosenstein-Rodan 
so imaginatively attaches to any basket of projects. Accordingly, in 
studying them we cannot fruitfully follow the path of the traditional 
specialist in taxation. We rather have to follow the lead so brilliantly 
given to us by Professor Tinbergen. We are all grateful for his 
pioneering work but certainly much more needs to be done along this 
line. 
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The second feasibility dimension of economic planning is admi- 
nistrative. We can certainly not impose a planning procedure upon 
any administrative structure, simply because planning is one among 
many methodologies for decision-making and any administrative 
structure is nothing but the institutional formalized structure of a 
given decision-making process. ‘The real difference between planning 
and other decision-making processes lies in the degree of rationality, in 
the sense of allowing for a greater awareness of alternatives, of the 
opportunity costs of those alternatives and the relationships of means 
and ends. The administrative structure of under-developed countries 
is under-developed. Decisions are taken without sufficient information; 
there is no mechanism to guarantee internal consistency and revisions 
are made either too soon or too late. If this were just a matter of 
chance it could be changed easily; but it is not, as we see later, 
and if it is a matter of collective foolishness it will have no remedy, 
at least not until a new type of drug is developed to combat this rather 
common disease. Actually if we want to have plans implemented, that 
is, adopted as a methodology for decision-making and implementation, 
a considerable amount of administrative reorganization will have to be 
done in most of the under-developed countries. The easier would 
perhaps be those involving reorganization along sectorial fines under 
an hierarchical pyramid. There seems no basic reason to have, for 
instance, in some case up to 20 institutions dealing with agriculture 
without connection among them. Other required administrative changes 
may not be so easy. I have in mind the decision-making machineries 
of (a) the parliament; (6) the monetary authority; and (c) the fiscal 
authority. From the point of view of decision-making (a) can be looked 
upon as the organizational side of the conflict between the interest of 
the whole and the interest of the component groups, classwise or 
regionwise, and (b) and (c) of the conflict between the short-run and 
the long-run interest. From what I have heard from my European 
colleagues I understand that these problems have not been solved in 
this part of the world. 

The third feasibility dimension of economic planning is socio- 
cultural. I mean by this that planning, being a more rational method 
of decision-making to be adopted, requires a socio-cultural setting 
where rationality has already achieved a minimum degree of develop- 
ment. Most under-developed societies are dual not only economically 
but also from a cultural point of view. Some of their members are 
highly rational, but many are not, and the degree of rationality of 
those who have some varies greatly. All this creates serious problems 
of communications. Take the case of the engineer who insists on building 
the best bridge that his technical abilities allow him to conceive, or, 
that of the public health planner who wants to build a hospital in a 
place where a waterworks would contribute much more to the reduction 
of the death rate. The maximizing economist has considerable troubles 
in making himself understood in these cases. 
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My examples point to the same type of problem involved in the 
reference that Professor Rosenstein-Rodan made to the member of 
parliament, a problem which is not peculiar only to the under-developed 
country, as I discovered when reading the amazing story of decision- 
making in the field of nucleor warfare in Great Britain during the war. 
A very few people highly skilled in nuclear problems but with no poli- 
tical skill and a very few highly skilled politicians with no skill in 
nuclear weapons were responsible for the decision. This is certainly 
frightening and has great implications on the future of democracy. 


The difficulties of communication are much more complex when 
one is dealing with groups that have had a few years of schooling 
or none. If you want to have popular support for your plan you will 
have to use symbols to communicate the objectives of the plan and 
its logic. You may have to use strategies that otherwise may be judged 
quite irrational just to obtain rationally selected objectives. 


Another implication of the socio-cultural dimension of feasibility is 
the sanction and remuneration system. The introduction of a planning 
process requires an increased degree of discipline; and while the new 
values are being internalized external sanctions and remunerations 
have to be severe. 


The fourth dimension is related to power. In every document 
dealing with planning it is recognized that the over-all objectives of a 
plan must be stabilised by the political authorities. But are they 
really free to stabilise over-all objectives in under-developed societies? 
I think that there are good arguments to be doubtful. In the first place, 
most under-developed societies of today are also societies where a 
certain degree of dissociation of power has taken place. This is also 
a feature of the Western developed societies; but the situation is quite 
different because in ours the necessary agreement on the rules of the 
game has not yet been achieved. As a consequence permanence in 
power is to a certain extent a function of the ability of the holder to 
change objectives as the tide changes. Furthermore, under these condi- 
tions there are many power groups, operating quite independently of 
each other. In the second place, where there has been no previous 
development conducive to dissociation of power, power holders will 
not be willing to support initiatives for rapid economic growth, because 
in view of the uncertainties of change they are much better off maximiz- 
ing their share of a constant national income. 


That is all I have to say with respect to my pessimistic view of 
economic planning as we conceive of it today. Now allow me to say 
why I am optimistic. I think that we are all realizing with increasing 
clarity that what planners are actually trying to do is to increase the 
level of rationality in the society. This is a very important realization 
in several senses. It the first place because it will bring home the 
point that we are dealing with decision-making and implementation 
and that no such a thing as a pure economic, political, social, or 
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cultural decision exists. For methodological reasons compartment- 
alization will always be necessary but I do not think it is the type of 
departamentalization that the social sciences exhibit today. In the 
second place, if the planners place themselves in the right track, and 
I think they are doing so, they have a tremendous contribution to make 
to the welfare of mankind. 


Statement by Mr. Gino MARTINOLI (Italy) 


Professor Rosenstein-Rodan has declared that planning is not only 
another word for a coherent and coordinated economic policy, but also 
that it organises in an explicit and specific way its instruments and 
objectives. 


It is obvious that the instruments that a country can dispose of are 
its own resources, in the form of raw materials, availability of power, 
of capital, but also of labour forces. 


This is well known, but it seems that this last factor is not always 
given the prominence it deserves, and usually consideration is given 
only to the possibility that there may be excess of population in relation 
to the “natural” provision of employment, thus providing a source of 
eventual problems, or an export market. This attiutde is linked to an 
identification of the labour force with “manpower,” capable mainly of 
executing physical labour. And yet no one is unaware today that, 
while unskilled labour is little but a burden for the community, modern 
productive economy requires highly skilled and trained men, the supply 
of which quantitatively, and whose qualitative skill, are necessary 
conditions for development, and who represent a true national wealth. 


The institutions that can transform a narrow minded and uneducated 
individual into a being, a force, fully prepared to participate in the 
common productive forces in the widest sense of the word, to contribute 
to the development of society to which he belongs, should be considered 
the right and proper tools for forging an instrument, if not fhe instru- 
ment par excellence of development of this sort. 

The job of creating these institutions, of improving them, of adapt- 
ing them progressively to new needs, should therefore be given absolute 
priority. | 

One of the main factors for general and specialised cultural educa- 
tion is of course the school; the costs of schooling ought to be 
assimilated to investment which, however, cannot be called exactly 
productive, but which constitutes an indispensable -prerequisite for 
every other investment of true productive character. 

Indeed it must be remembered that the lack or scarcity of suitable 
manpower can nullify and make sterile the availability of capital, the 
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installation of plant, even natural resources, at any rate at any level 
of economic organisation above the lowest, purely agricultural or 
colonial. 


The majority of public opinion seems to be ready to accept this 
point of view; yet there seems still to be a widespread habit of 
considering school education as a type of “consumption”, of talking 
of it in terms of a “social requirement” which must be satisfied, and of 
confining oneself to noting how the collectivity, in connection with 
the need progressively to improve welfare, demands that more schooling 
should be available. And it is relative to this position that some plans 
of national development are prepared; this can appear to be due, to 
consider the best of hypotheses, to the fact that in some more developed 
countries the evolution of educational institutions and the average 
cultural level of the population appear, on the whole, satisfactory, or 
else to the fact that there is no general recognition of the needs, 
created by the rapid rhythm of social progress, for a cultural training 
which is at a progressively higher and more complex level, and which 
requires longer years of schooling and a deepening of the scope of 
studies. 


We should regard as a very serious symptom that in our country 
we are still talking of the battle against illiteracy, when the number 
of years at school necessary to train even the most modestly qualified 
personnel amounts to ten, if not more. 


This concept of priority in the forces and investments relative to 
schooling, should not be merely an academic exercise; indeed it should 
be observed that, whereas a series of measures on the level of 
incentives and disincentives for prodüctive investment, consumption, 
increasing employment and trade, can have effects in a fairly short 
length of time, so that we can talk of dividing a long-term plan into 
shorter periods, each of which will achieve partial results. In the case 
of structures designed for cultural education, results always require a 
longer period, corresponding to the time necessary for children entering 
the primary or secondary school today in greater number, not only 
to have finished the years of schooling, but also to have completed 
their professional training by means of indispensable apprentice- 
ships in places of work themselves; moreover it should be observed 
that the levy imposed annually by schooling on the labour force amounts 
to about 3.5% in Italy, hence there is a great lagging effect in the 
necessary retraining of all the present active population, showing, 
among other things, the necessity of intervention, by means of new 
exceptional instruments, to accelerate the process of transformation, 
and to integrate the otherwise too slow work performed by the schools. 
The term “labour force” obviously also includes the managerial classes. 
of the country, intellectuals, thinkers, scientific research workers, artists, 
teachers, economic operatives, leaders in politics, industry, public 
administration, etc., that is all of those who directly or indirectly play 
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the role of guide, and give direction and impetus to the activities of 
the country. In one way, it is on this class of people, and more 
specifically on the cultural level which they have attained, that also 
depends the greater or less development of fundamental and applied 
scientific research; such research constitutes in its turn another deter- 
mining factor of primary importance for the general economic develop- 
ment and in particular for the evolution of productive activities. 


Indeed, it is superfluous for us to show how scientific progress, the 
evolution of technology, are essential for new discoveries and new 
benefits, economies in the productive processes, better utilisation of 
resources, and for better productivity in general. 


A plan of economic development is therefore highly subject both 
to the quality of available manpower in the country, and to the level of 
scientific research being carried on; both are influenced in their turn, 
and will be improved, by the impetus which might be given to cultural 
activity. 


These considerations are of particular value when there is approxi- 
mation to a situation of full employment, as in Italy today; when, that 
is, we can foresee the time in which it will no longer be possible, in 
order further to expand production, to count on the employment of an 
excess of labour suitable only for manual work, in need of supervision, 
and also of low productivity, needing no training and for whom the 
openings become gradually less and less; the only prospect that can 
be seen for an increase in productivity is thus an increase in production 
per worker. Today this labour productivity is so low (a little more 
than a fifth of American productivity, and half of English and French) 
that it should not be difficult, by means of intervention favouring 
development and improvement of education, to obtain tangible results 
and thus to have at our disposition a labour force with a general and 
specialised education more in tune with the needs of technical progress. 


The recognition accorded to scientific research can perhaps produce 
positive achievements in a relatively short time, and might lead to the 
granting of higher priorities to the development of higher educational 
institutions, and universities. 


- It should be noted in this connection that almost 60% of those who 
leave high school enter university, which shows that any appreciable 
increase in the output of university graduates will be impeded by the 
bottleneck at the high school level. 


On the basis of fairly rough calculations, but sufficiently precise 
to estimate an order of magnitude, it appears that by 1975 we will 
be able to triple the present number of university graduates, only if 
about a third of graduates go into teaching, in order to satisfy the 
needs for development in high schools and university; and this presents 
a much more difficult problem than the provision of classrooms and 
laboratories. 
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All of this leads us to insist on the urgency of sketching out, within 
a programme of the development of national resources, a plan for the 
development of educational institutions and, given the inevitable lag 
with which these have to operate, of providing and including in this 
plan proposals and expedients of extraordinary character, designed to 
alleviate an obviously serious situation. | 

We should note that in Italy notable efforts have been made to 
improve the financing of the education; today about 4.6% of income is 
absorbed by the Ministry of Public Education. It can be calculated on 
the basis of conservative estimates of development, that if in 1975 we 
devote about 7% of the national income to education — on a supposi- 
tion that national income will increase at the rate of 5.2% per annum — 
we can Satisfactorily overcome the deficiencies that education suffers 
from today. 

But the greatest difficulty is not the financial one, but how to have 
at our disposal enough men of sufficient intellectual and moral qualities, 
to dedicate themselves to teaching. 

It seems that this is something else which we ought to bear in mind, 
besides and beyond considerations about investment consumption and 
exchange, in an economic plan for development. The channelling of 
young men from one profession to another, offering appropriate 
incentives — not only in monetary terms, but in terms of status, and 
prospects — to those who might choose teaching in preference to other 
professions which are today more favoured, should be taken into 
consideration, in the drawing up of a programme, — elements which 
have only indirect and economic significance, and which in any case 
operate over a long period. 

These observations provide an idea of the complexity and difficulty 
of planning, not in order to discourage efforts, but to induce considera- 
tion of a series of collateral plans, some of which should be given 
priority and be regarded as prerequisite for others; to achieve these 
it will be ‘necessary to estimate the effect and influence that they have 
or could have, whether immediately or relative to an expected, reason- 
ably foreseeable course of development, on other elements of the plan; 
in this way the information that emerges can serve to graduate and 
stagger, in an appropriate manner through time, a series of provisions 
which appear to be more of an economic nature properly speaking, and 
which are designed to have a more specific effect on this part of 
the plan. If however we don’t take into account the basic element, 
quantity and quality of available manpower, level of scientific research, 
we could make a mistake in estimating the speed with which growth 
can be achieved. Whether it leads to an attempt to force it to go faster 
than is possible, ar whether it tends to slow it down by an under- 
estimation of the rate of increase of the necessary factors that we have 
already mentioned, this would result in losses and waste, which could 
perpetuate or aggravate a situation which is characterized by an index 
of productivity which is wholly unsatisfactory. 
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Statement by Mrs. Ilse POSTRIHAC Austria) 


Since Walter Eucken produced his theory of an economy of free 
circulation as opposed to a centrally administered economy, the 
champions of neo-liberalism have continually been arguing that market 
economy and planned economy are two irreconcilable concepts. They 
oppose the idea of planned guidance of the economy on the grounds 
that it will lead to the transformation of the national economy con- 
cerned into a directed economy in which there will be no room whatever 
for individual initiative or individual freedom. To illustrate their point 
they hold up the bogey of the Iron Curtain countries. In this connection 
I think it extremely important that particular stress should be given 
to one of Professor Rosenstein-Rodan’s remarks, namely that planning 
should be designed to safeguard the basic freedoms and that planners 
should make every effort, not merely not to endanger a democratic 
social order, but actively to promote it. One might even go further 
and say that in a democracy freedom should actually be the aim of 
planning. | 


The word “democracy” implies the safeguarding of the rights of 
the individual to take part in the framing of decisions to the greatest 
possible extent. In the economic field democracy implies that the 
power of decision must as far as possible be left to the individual and 
that his freedom to carry on economic activity must be complete 
unless his actions are liable to restrict the freedom of other persons 
or of the community. unjustifiably. The political institutions should 
have the power they need to maintain the general welfare and to 
achieve the ends assigned to them by the will of the community, but 
no more. Thus democracy does not exclude the conscious guidance of 
market-economy forces where the laws of supply and demand fail to 
achieve the aims of all economic activity, namely the satisfaction of 
needs. Naturally, whether such guidance safeguards the principles of 
democracy will depend on who is responsible for the planning and 
what instruments of economic policy the planners establish to achieve 
their ends. 


Economic activity, considered as a means of providing a livelihood, 
varies considerably in nature and character according to the time 
and the place at which it is carried on; throughout history, however, 
it has consistently involved working in common and has eventually 
involved a certain measure of economic planning. Even the liberal 
era, which gives primacy to self-interest, has been unable to alter 
these two characteristics — at least, in the long term. For economic 
liberalism and the self-interested approaches to which it gives rise 
have not in the long term yielded the successes their founders had 
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hoped for. Such traces of economic ere as remain are hardly 
worthy of the name. 


The trend away from economic liberalism of the “Manchester 
school” type was inspired mainly by the desire to give persons of 
modest status in the economy a measure of protection against the 
ever-increasing forces of private capitalism. The adoption of this 
aim implied the imposition of restrictions on the free play of self- 
interest and the giving of primacy to the general interest. Collective 
economy is by its very nature designed to promote these interests as 
it automatically tends to obviate the differences between the different 
social groups. The influence of the principles of collective economy — 
especially since the Second World War—has helped to give rise 
to economic policies which give the benefit of the community as a 
whole precedence over the benefit of individuals and individual groups; 
these policies are implemented by a variety of measures designed to 
orientate the national economy on a planned basis. Obviously, only a 
government representing the entire community—in other words, a 
legislature and an executive established in accordance with the demo- 
cratically expressed will of the people as a whole—can claim to 
represent the general welfare. By their very nature, the activities of 
the state authorities must affect the State as a whole. Even the actual 
shaping of society and the national economy is a task which concerns 
the State as a whole and one which only the State, in its capacity 
as defender of the common weal, can accomplish. One of the funda- 
mental principles underlying the activity of the European Economic 
Community is that a “free economic system of the present-day type 
cannot survive unless the State plays and continues to play an active 
part in the economy”. This means that the primary responsibility for 
the planned guidance of the economy must be with the State; for where 
a plan is drawn up and accepted by parliament under free, democratic 
control, the management of the economy concerned is inevitably much 
more subject to public (i.e. parliamentary) control than under the best 
imaginable conditions in an uncontrolled market economy. Under such 
conditions the economy is controlled on a much more democratic basis 
than in a market economy. 


One of the tasks inherent in economic planning is that of determining 
the extent to which price and wage levels are affected by the character- 
istics and the magnitude of factors such as the social product and 
investments and the measures necessary to bring about the changes 
desired. This implies that workers and consumers, as well as entre- 
preneurs, must play a decisive part in the framing of any democratic 
national economic plans designed to promote genuine competition 
between all the different units making up the economy and to give full 
rein to the positive forces in society. 


If one examines the specific methods and techniques used in the 
context of economic planning in democratic countries where it is 
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practised — for instance, in the United States, where national budgets 
are drawn up on the basis of sample surveys of the views of entre- 
preneurs on the immediate prospects in the economic field and their 
intentions regarding investment— one may well wonder whether these 
methods and techniques will have the desired success. For every 
entrepreneur is perfectly free to adjust his production and investment 
policies to the demand trends anticipated in the national budget. On 
the other hand, he is equally free to speculate against that estimate 
without risk of other penalty than business failure. In such a situation 
the democratic freedom of the entrepreneur is safeguarded; on the 
other hand, the freedom and security of the community as a whole — 
are seriously threatened. 


On the other hand, planning policies of the French type seem to 
offer a much better safeguard for the smooth and orderly functioning 
of the economy without constituting any danger to the “social partners” 
(i.e. employers and employees). Admittedly, the specific data on which 
the French plans are based is obtained by ascertaining the expectations 
and intentions of entrepreneurs; but the representativeness of the data 
is much greater than that obtainable from a sample survey, for 
thousands of entrepreneurs, secretaries of occupational groups and 
trade union representatives down to branch committee level are con- 
sulted. On the basis of the information so obtained the planning 
committees draw up an outline plan offering various alternatives, the 
Government selecting one and taking the necessary steps to secure its 
implementation. Realising that economic planning measures can only 
be successful if there is close co-operation between the different 
sectors of the economy and the authorities, the planners and the public 
authorities have sought and obtained the co-operation of the private 
sector. This is the reason why planning targets in France have been 
fixed, not by unilateral government decision, but with the co-operation 
of all those who would subsequently play a part in their fulfilment. 
Admittedly, compliance with these plans is mandatory for state-owned 
and nationalised undertakings and—-in principle at least — optional 
for private undertakings; but compliance offers a number of advan- 
tages even for the private entrepreneur. Any entrepreneur who has 
both feet on the ground will inevitably adjust the plans he makes for 
his own undertaking to take account of general trends. Economic 
planning of this type gives full scope for the desire of individual 
economic units to prosper and to provide services; there ‘is no restric- 
tion of economic freedom. 

Planning in France fails to comply with the principles of economic 
democracy in one respect only, namely that the representatives of the 
workers are not given the same voice in the implementation of the 
plans as are employers; likewise, they are discriminated against in 
regard to the provision of information. If the workers are allowed to 
play their proper part in the framing and implementation of plans 
all latent clashes of interests can be resolved before they actually 
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occur. Lastly, it must be remembered that the workers, just as much 
as the employers, not only derive benefit from the advantages offered 
by planning but also suffer when it leads to undesirable consequences 
as sometimes happens,.even with long-term planning. 


The example of France is evidence that, whenever a government 
accepts the principle of the paramount importance of an economic 
policy which lays greater stress than was previously the case on the 
interests of the community as a whole, while at the same time seeking 
to protect the national currency, its purchasing power and consumers 
in general, it will inevitably have to make use of undertakings of its 
own to implement that policy. There are many vital sectors of activity 
which must be controlled; and they cannot be controlled from a desk, 
a committee room or an accounting department. In this connection 
public undertakings, which are required, in accordance with the prin- 
ciples of economic democracy (and its corollary, co-determination), to 
conduct their activities in accordance with the wishes and decisions 
of the community to which they are responsible, can give invaluable 
assistance. The more democratically the control is organised, the less 
danger there is that the freedom of the economy may be impaired by 
authoritarian and paternalistic methods. Even Professor Erhard, that 
untiring champion of the free market economy, has twice used public 
undertakings as a means of implementing economic policy. The first 
time was in 1955 when he tried to induce municipal undertakings to 
cut down their investments as a contra-cyclical measure; the second 
time was in May 1957, when he tried to prevent a rise in the price 
of coal, with a view to checking an inflationary boom, through the 
Hibernia Coalmining Company, which is owned by the Federal Govern- 
ment. Thus even he has had to admit the impossibility of fully applying 
an economic policy designed to promote the interests of the State and 
of the community in markets dominated by monopolies —or at least 
by oligopolies — without the assistance of undertakings strong enough 
fo influence prices by their own actions. 


Thus public undertakings are coming more and more to play an 
institutional role in the economy and in society. This is true not 
only of publicly owned or nationalised undertakings of a monopoly 
character but also of those competing with private undertakings. In 
particular, they can help to maintain or restore healthy pluralism in 
society. Whenever a danger arises that power groups or associations 
may disturb the existing situation and force other groups out of 
business, public undertakings are able to intervene to keep the enonomy 
stable and in a state of efficient functioning. At the same time, how- 
ever, the fact that they must operate in accordance with planning 
policies offers a safeguard against any danger that an individual 
public undertaking may develop into an independent economic power. 


One may only hope that all governments which have not already 
done so will realise the value of this instrument which they hold in 
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their hands and that they will, in particular, resist any -attempt to 
deprive them ‘of that instrument by returning Ge undertakings to 
private ownership. 


To the conservative and self-styled liberal politicians who still 
oppose any kind of reasonable planning in their own countries, in- 
voking the bogey of communism as a reason for doing so, I can only 
quote — or rather paraphrase — the words of Joseph -Schumpeter, who 
in his book “Capitalism in the Post-War World”, written in 1943, 
said: “During the period of integral capitalism the law, public opinion 
and public administration succeeded in imposing a certain measure 
of public planning; on the other hand, in a social system which has 
accepted the structural principles of socialism there is nonetheless 
scope for a measure of laissez-faire. It therefore follows that public 
planning or direction should never be either. completely absent or 
completely universal; and our investigation of the shape of things to 
come in the immediate future should not be conducted exclusively in 
terms of the two extremes of pure capitalism and pure socialism — or, 
as the opponents of collective economy like to call it, communism; 
between the two extremes there is a wide range of intermediate possi- 
bilities,” Ä 


STATEMENT ON THE REPORTS BY 
Mr. WEISSER AND Mr. ROSENSTEIN-RODAN 


Statement by Mr. Jules MILHAU (France) 


The following observations refer to two of the ‘subjects discussed 
this morning: co-operatives and planning. 


I. Agricultural Co-operatives 


I am sure that nobody will mind my pointing out that little has been 
said so far on agricultural problems, with the exception of a few casual 
remarks. As I have been delegated to this Congress by the French 
farmers’ co-operative and mutual-benefit societies, I have the duty to 
remind you that the majority of men are farmers and that agriculture 
is characterised by some features of it own. 


I should like to dwell on two main aspects of agriculture: 


(1) Agriculture is considered as an outsider by both the market 
economy system and planned economy. 


The market mechanism is unable to ensure a normal distribu- 
tion of agricultural production over the short term, just as it is 
unable in the long term to direct the farmers’ production efforts 
into the right. channels. A striking illustration of this is the 
wholesale. destruction of agricultural produce. Today, unmarket- 
able surplus is no more destroyed, but sold at low prices to the 
poor countries. This is, of course, more ethical than outright 
destruction; however, in neither case is ‘the. market ‘mechanism 
applied. 


Planning — whether voluntary or forced-—has not produced 
any more satisfactory results. The Soviet leaders do not hide 
their disappointment and freely admit that their farming plan has 
failed. The perplexity of the Russians is reflected in their hesitant 
agricultural policy. 


(2) There is another respect in which farming differs fundamentally 
‘from the.industriai sector.. An important feature of the latter is 
the steady ascendancy of large units. Company amalgamations 
with resulting proletarianism and class warfare are typical of 
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industrial capitalism, but practically unknown in the field of agri- 
culture. 


It is true that some writers predict the development of large 
farming concerns as an inevitable outcrop of historical evolution. 
They say that agriculture will have to follow industry in replacing 
family enterprise by big factories. According to them, the farmers 
of to-morrow will live in “agricultural cities’ and go to work 
their fields just as townspeople go to their offices today. 


So far, this prediction has remained mere phantasy: “agricul- 
tural cities” are non-existent and land reform everywhere leads 
to an increase in small units. Today, 85% of farms in France 
employ no hired labour, and this percentage increases every year. 
There is no doubt that the small family production unit is a very 
useful asset in a world that is increasingly ruled by hierarchy, 
standard systems and automation, since it upholds the sense of 
responsibility which Professor Weisser yesterday claimed to be an 
inalienable characteristic of man. 

But how can the small farm, with its individual efficiency and 
its creative and independent spirit be reconciled with the require- 
ments of technical progress which bring us constantly nearer to 
the collective forms of work and exchanges. 


It would appear that the co-operative solution alone can 
achieve this difficult synthesis. Since the voluntary association on 
which it is based represents neither planning nor a market 
economy system, it is in a position to combine the two. For agri- 
culture co-operation can fulfil the function of company concen- 
tration in industry while maintaining the autonomy of the individual 
worker. 

During the Congress, the difficulties encountered by co- 
operation in its development have been repeatedly emphasised. In 
agriculture, another obstacle is added to those already analysed: 
the individualistic nature of the farmer. But its traditions of.com- 
munal life, the importance of mutual aid and the very conditions 
of country life leave no other solution to farming'than association. 
For the farmers co-operation is therefore the only way of achiev- 
ing economic progress. 


Il. Decentralisation of Planning 


In analogy to the farmers, our Congress appears to seek an equili- 
brium between market economy and planned economy. While we do 
not like the market economy system, planning makes us feel uneasy. 


It is true that Professor Rosenstein-Rodan, with the support of Mr. 
Angelopoulos and several other eminent speakers, have tried to con- 
vince us that planning need not fill us with misgiving; they say that 
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elastic, indicative planning as advocated by the West, will strengthen 
rather than jeopardise democracy. I am personally very happy about 
this optimism, but it does not completely allay my misgivings. 


I must apologise for playing the devil’s advocate, but I want-to be 
fully convinced. Does it not seem to you that there is only a very thin 
borderline between indicative and coercive planning? Where, in fact, 
is this line drawn? If a certain produce is so heavily taxed that 
production becomes impossible, does this simply constitute an indi- 
cative measure or is it coercion? 


There has been much talk about democracy at this Congress. I 
think we have to remember the fundamental definition of this term: 
democracy is a system in which the power belongs equally to all 
citizens collectively and individually. But in our days power is 
gradually shifting from the political to the economic sphere: as Saint- 
Simon said, we are progressively passing from the governing of human 
beings to the administration of lifeless objects. 


The question consequently arises how democracy and planning can 
be reconciled. Democratic planning must be the work of all citizens 
and not merely the secret of a few initiates, for wherever a plan is 
established and enacted by only a handful of specialists who have no 
contact with the people, there is no democracy. An oligarchy whose 
rights are based on its technical knowledge of operating an enterprise 
is no better than one that derives them from heredity or revelation. 
Democracy demands that the workers have a right to discuss the 
conclusions of the technical experts. 


In order to let the citizens participate in the establishment and 
execution of a plan, it is desirable, in practice, to set up regional plans 
as it has been done in France. While the first three French plans were 
overall plans which were only divided up by sectors, the fourth dis- 
tinguishes both sectors and territories. This means that from now on 
planning in France will fall into a set of regional plans in mutual 
harmony with each other and subordinated to the general interests 
of the couniry. 


France has been split up into 21 planning regions. In each of 
them a regional planning structure is gradually installed. It comprises: 


— an administrative organ of co-ordination set up by the conference 
of prefects under the chairmanship of the prefect in charge of 
co-ordination; 


— a consultative organ known as “Regional Expansion Committee”, 
in which the most representative personalities of the district 
— including wage-earners, employers, university officials, repre- 
sentatives of the elected bodies, etc. —— are assembled, 


This concerted form of economic administration provides the means 
for democratic planning. 
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, Conclusion 


~ 


I should like to summarise my observations by saying that regional 
planning‘ and’ co-operation are two different techniques which both 
permit the ‘preservation of democracy and its adaptation to the 
economic development of our times. m zZ 


a” 


PROFESSOR WEISSER'S REPLY 


Our Austrian friend Mr. Schmidt has declared himself gratified that 
I have spoken about the extra-economic objectives of co-operatives. 
For this, I would like to thank him, but I should like to develop his 
ideas and mine still further. 


Basically, the objectives of co-operatives, of undertakings in 
general and of national economies as a whole are, in fact, all extra- 
economic. It ïs true that any activity having as an object the supply 
of scarce commodities is called an “economic activity”; but it is not 
self-evident that such activities are exercised “economically”, i.e. in 
accordance with the rules of economic behaviour. The economic 
method is only used because no other method is suitable to supply a 
given commodity in the quantity desired. But the economic method 
is only a means of supply and our interest in what is called economic 
behaviour is therefore merely a means to an end as well. It follows 
that “economic objectives” in a narrow sense cannot logically stand 
alone, but are derived from other objectives. As a commentary to all 
that has been said during this Congress— and in particular to the 
statements based on the philosophy and theory of “welfare economics” 
—I must repeat that there is no programme or plan for economic 
organisation or operation that does not have iis roots in extra-econo- 
mic objective. Even a programme that is “materialistic” to an 
extreme cannot be based on a “purely economic” reasoning. The same 
is true for the speed of “economic growth” which, in the last resort, 
is subject to extra-economic decisions. Economic objectives are con- 
cerned with means and are derived from fundamental aims — which 
experts must accept as definite data — and from the existing conditions 
for rational action at any given time. The fundamental aims can vary, 
and “economic” behaviour can therefore be very different in similar 
circumstances. “Purely economic attitudes” simply do not exist, and 
no undertaking has its objectives cut out a priori. 


At the same time, what is called the maximation of national product 
is also a fallacy. The national product is merely a statistical indicator 
which means little unless its distribution is taken into account. But 
even the result of economic action and its distribution are not alone 
of immediate interest; the way in which such action is carried out in 
practice is of equal importance. Progress cannot simply be measured 
in terms of an increase in the national product. In judging social 
progress, the Yugoslav delegate at this Congress, for instance, may 
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find it such more important to know to what extent the workers help 
in determining production. Democratic means of economic action and 
the maximation of national product may be incompatible, although | 
do not pretend that this is so in actual fact. But, if it were true, it 
would have to be decided what is more important. The extra-eco- 
nomic objectives of economic policy must therefore be known as to 
both their contents and their priorities, before scientific advice can 
be given. In practice, this is far from being true, and there is only 
inaccurate and incomplete information, based on vague feelings. 


In our debates, more emphasis should be laid on the results of 
modern logic and psychology, and in particular of social psychology. 
This is also true when we speak of “collective welfare”. Our pro- 
fession of collective welfare means nothing unless we state clearly 
what we mean by it. Even terminological definitions, completed by 
new terms, would be of no avail. Abstract concepts cannot lead to 
decisions, and the ways of Plato, Aristotle or St. Thomas Aquinas 
appear as blind alleys in the light of modern logic. I should like to 
remind the participants that years ago these problems were investigated 
by the ICRICE Terminology Committee whose work on this subject 
found an untimely end. A similar fate was reserved to the efforts of 
the Scientific Advisory Council of the German Society for Public 
Economy, to bring light into the questions connected with the concept 
of “public interest” and into those interests and tasks which in each 
case are to fall under this concept. (Not everyone here may, in fact, 
realise that the discussions about the interests considered as “public” 
concern two different types of questions, the first being of a termino- 
logical nature and the second dealing with decisions at given times.) 


The co-operative movement, in particular, has other aims than 
merely making economic action more democratic. The first thing is 
to give the needs of the economically weak optimal satisfaction, what 
is called economie de service in French and Bedarfswirtschaft in 
German. This behaviour does not merely signify a sacrifice of profit; 
it has a more positive aspect which can be expressed by the extent 
to which needs can be met. 


In my reply, I should like to make the underlying drama of our 
debates quite clear: we have to decide whether co-operatives are 
to maximise their satisfaction of needs or whether they are 
to maximise personal initiative, democracy and collective-economy 
behaviour. Maximising democracy and collective economy today 
excludes the greatest possible satisfaction of needs and vice-versa; 
on the other hand, maximising the national product is, in any case, 
only a secondary act. Moreover, the determination of what is the 
optimal satisfaction of needs also involves the problem of what 
quality the goods supplied are to have; in this connection it must be 
considered to what extent the consumers’ actual interests and the 
interests they might have upon mature reflection should be taken into 
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account. -Priorities, and a hierarchy of objectives must be established; 
not maxima but optima must be found. 


As concerns the problem of concentration, which was discussed by 
Mr. Mey and Mr. Moback, it should be investigated to what extent 
concentration can be limited to those functions of co-operatives which 
require large-scale undertakings. I have found it necessary to deal 
with this question in detail. The question is, what functions should be 
decentralised and left to the small co-operative units. Obviously, 
concentration is desirable, and the remarks made by the Swedish 
speaker are perfectly relevant. But it is necessary that small groups, 
particularly ad hec groups, should fulfil certain functions within the 
co-operative organisation. There are functions which do not require 
large bodies and can, in fact, be better fulfilled by small units. But in 
order to determine them, the “ultimate” institutional or legal objectives 
of the undertaking must be clearly established. (By “ultimate objec- 
tives’ I mean the values that are not merely desired as means or 
instruments, but for their own sake.) Any one person may aim at a 
wide range of objectives at the same time, some of which can be 
achieved better — or just as well—by small units or ad hoc groups. 


Mr. May has talked about the small, independent units. It is indeed 
necessary that they should not be reduced to exercising merely admi- 
nistrative functions; concentration should therefore go no further than 
is compatible with the basic independence of the members. But here 
again, a discrepancy exists, in that it is not possible to maximise 
personal initiative, democracy and independence at the same time 
as exhausting all possibilities of co-operative collaboration. It is 
important that the small, independent units should not be absorbed by 
the large co-operatives. In a different context, what has been said here 
is also true for the distribution of the tasks between full-time, part- 
time and honorary workers, a problem that was mentioned by Mr. 
Moback. 


A few remarks in reply to Mr. Lacroix’s observation that the 
information of the members should not endanger the co-operatives’ 
market position. But it also happens, in fact, that the managements of 
co-operatives do not inform their members enough, and this is not 
without danger. When, in 1932, I had to re-organise a municipal 
transport undertaking, I found it an excellent experience to supply a 
workers’ committee with all the necessary information. The risk of 
extensive information must be taken. 


Mr. Lacroix further said that the idea, of competition was somewhat 
out of date in our modern times. While this is partly true, there is 
more to competition than merely an increase in welfare through its 
stimulative effect; competition contains an element of freedom. It is 
important that the consumer should have a choice whenever he feels 
that pressure is exercised to influence his decisions. This means that 
the criterion of renouncing competition because it compromises the 
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maximation of national product, is not adequate. There are other 
values than that of the most plentiful supply of commodities and 
services. 


A final important task for co-operatives is education. An .educa- 
tional pattern and corresponding educational methods must be deve- 
loped for work in co-operatives. While the technical side of co- 
operative organisation. is important— and many useful things have 
been said on this subject by the speakers — the decisive yardstick is 
the purpose of co-operatives. It is necessary that the newcomers should 
be fully aware of their extra-economic objectives. The share of 
ICRICE in these efforts will naturally consist in making certain that 
the attitudes prevailing in co-operatives should be directed, as much 
as possible, towards the objectives we consider characteristic of free 
collective economy. While this does not imply a romantic glorification 
of co-operatives and the advocacy of antiquated organisational forms, 
it does mean that new forms of: large-scale enterprise should be applied 
in the spirit of free collective economy and that, in doing so, this. 
spirit should be preserved in its essence. What is needed for this, 
is a planned education of newcomers, based on an appropriate pattern 
and adequate methods. Mere commercial training is not sufficient. 


PROFESSOR ROSENSTEIN-RODAN'S REPLY 


, When there are only two goods, there is no difficulty in identifying 
what opportunity costs are. In this case, I may perhaps be justified in 
taking two or three minutes to give one important practical example 
of how the correct application of even such a simple principle follows 
rules somewhat different from those which result from normal balance 
Sheet criteria. In India foreign exchange is scarce. Should the country 
import $5,000,000 worth of fertilizer in order to increase agricultural 
output, or should it rather sacrifice this ‘opportunity and use the 
$5,000,000 of scarce foreign exchange to import machines for a ferti- 
lizer factory which, when established say in three years’ time, will 
produce fertilizer and do away with India’s dependence on fertilizer 
imports? How do we decide? 


Now, in view of the fact that foreign exchange is scarce, we cal- 
culate the foreign exchange rate on the machinery or on the fertilizer 
which have to be imported at the shadow rate of exchange, let us 
say 30% or 40 % higher than the nominal rate: but we also calculate 
the value of output of fertilizer which will emerge from it at this 
higher rate. It seems so far that all we have changed is the rate of 
exchange which reflects its scarcity, but that would not measure 
fully the real opportunity forégone; what has been forgotten in this 
example? By deciding not to import fertilizer today, i.e. in 1963, and 
instead to import machinery which will be installed to produce fertilizer 
in 1965, we sacrifice the increase in agricultural production in the next 
two years, i.e. 1964-65; this is the social opportunity cost of investing 
in a fertilizer plant instead of importing fertilizer. We should, there- 
fore, include in the social opportunity cost, the cost of the increase 
in agricultural output foregone as an additional capital cost for this 
fertilizer plant. It costs the society not only the machinery, the raw 
materials and the direct costs of erecting the factory, it also involves 
for the community a loss in the: increase of agricultural output for 
the first two years, during the gestation period of the fertilizer plant. 
And I claim that even in this simple example, planning gives a 
measuring-rod different form normal balance sheet criteria. 


Needless to say, however, the world is not an over-simplified world 
of only two goods, and if you have many goods, it is very difficult to 
identify the opportunity costs of any one good. Now, it is precisely 
there that the shadow rate comes in, as it measures the complex of chan- 
ges between one total combination of investment projects and another. 
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Let me hasten to add that the somewhat tedious wording “total 
combination of projects” is needed purposely, because it characterises 
the general equilibrium in an investment programme; to reduce it to 
a comparison of one investment project “A” with an alternative pro- 
ject “B”, would be a wrong comparison. Because of interdependence, 
if you change one investment project and replace it by another, you 
may have to change 3, 4 or 10 complementary other investments 
because the alternative combination with only one change would not 
be efficient. 


This is the reason why a complex programming technique is really 
necessary. But the shorthand index of this programming technique 
can give us the measure of what is really the alternative earning 
possibility of a certain amount of capital efficiently and intelligently 
invested. Now this is a shadow rate of interest and it follows from 
it, if I may reply, I believe to Dr. Kühne, that there is only one shadow 
rate in the economy as a whole. They are no different rates of interest 
for different purposes and for different sectors. And let me hasten to 
add that there are always alternatives to invest. It is not true, and 
not even in the least developed countries, that the only alternative to 
industrial investment is a low efficiency in agriculture. In this dynamic 
programming we have and we can build other opportunities. It is not 
so bad that the only other alternative would be low-level agriculture. 


Now, forgive me for this theoretical excursion which was necessary 
to answer one set of questions. Let us see what consequences for 
policy follow from it. Do we agree that to fulfil the social welfare 
functions means to maximise not only profit but all social ends? Public 
enterprises should earn the shadow rate of interest. | think we have 
to distinguish here between the articulate way of solving the problem 
and a disguised way, where the basic reasoning may still aim at 
this end, although the actual instructions given to the balance 
sheet managers of single enterprises may look different. In other 
words, I think that there-is a case, and an ideal case which would 
introduce rationality and visible consistency would be to let public 
enterprises earn what capital would. earn if it were otherwise invested; 
io measure the ends which are different from the normal economic 
ends which enterprises have to fulfil and to satisfy; and to give this 
public enterprise a subsidy from the central budget, which compen- 
sates for the additional cost necessary to achieve special ends. In 
other words, I very much prefer open, rational, consistent subsidies, 
and I am quite convinced that in most budgets and economic policies 
of both developed and underdeveloped countries this is an instrument 
of planning policy which is astonishingly under-estimated, neglected 
and very badly handled — with a great cost to the community. I think 
that such subsidies should be paid, either to the enterprise, or to the 
special consumer. May I repeat, I am all in favour of having a low 
rate of electric tariffs, for instance for rural electrification. 
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I can handle it in two ways : first, there are different possibilities 
of discriminating in electric tariff price policy; the average earnings, 
however, should cover the shadow rate of interest. Secondly, if there 
are very specific problems, I would much rather give a direct subsidy 
to infant industries, than give it through cheap electric power. Subsidies 
by lower prices instead of by direct payment cost the community more; 
and when I apply low rates to electric power, which do not cover the 
shadow rate of interest — as is the case in India, for instance — it is 
true that many small entrepreneurs and farmers, whom we want to 
subsidise, benefit from it; but I do not think that it is at all necessary 
for tycoons and huge enterprises to be subsidised by cheap electric 
power. This is however, what happens in practice if you try to subsi- 
dise by lowering prices instead of paying direct subsidies, 


This is a very simple point. I think there are different techniques 
of how to achieve this end. This is only the principle; how to handle 
the subsidies must be discussed in greater detail — and I hope it will. 
Let me say, therefore, that such an application of the rate of interest 
and of making profit is only proposed as a method of controlling and 
calculating the efficiency of operations; it does not mean that to make 
profit is the main objective, Let me also add that one very important 
social benefit of this sort of pricing would be a contribution to a 
greater savings formation from the government sector in countries 
where it is paramount that the marginal savings rate be high. 


So much about the policy of public enterprise. Let me only add as 
a footnote that it is very important for the unit of a public enterprise 
to be a relevant unit; this means that an authority should operate a 
number of power stations in a given area —— not only a single thermal 
station of 10,000 to 30,000 kilowatts; in order to obtain an optimum 
load factor, it should use system analysis. Programming, linear or 
non-linear, has to be applied to a system of different establishments 
where a simple establishment may have a very low load factor; if 
there is indivisibility, the load factor for the system as a whole may 
thereby be maximised. 


There is one further question by Dr. Schramke, about the meaning 
of monetary equilibrium. He was astonished when I said that Says’s 
law is not something automatic, that the aggregate equilibrium — the 
total demand and supply —is the result of a deliberate policy. Now 
let me make this clear: the equality of demand and supply is a tauto- 
logical identity which is always fulfilled; but this tautology tells us 
very little. The relevant question to ask is: At what level is this 
equilibrium or this identity established? Different types of monetary 
policy — which, as human institutions, are the outcome of deliberate 
decisions — can establish this equilibrium at a lower or a higher level. 
One type of monetary policy, even if no other instruments of planning 
are used, can help to establish the equality of supply and demand at 
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a higher level than another policy. Monetary policy is nothing 
“natural” in the 18th century sense — it is not even as natural as death, 
since we have already learned that, in spite of nature, medicine is 
admitted. The opinion that nature provides everything according to 
supply and demand is unfortunately still used in economic journalism. 
Very few people maintain what persumably might be even more justi- 
fied in biology than in economics: that if there were no medicine, 
fitter people would survive so that medicine does harm. This sort of 
argument is fortunately a matter of the past. 


Now, let me come to an ultimate point. Several of the speakers —- 
Dr. Marz, Dr. Horvat — have asked themselves: ‘What is the cause of 
the high growth rates witnessed since the war?” Let me first reassert 
what I meant when saying that the exceptionally rapid development 
of 5% is a recent phenomenon. When we speak of the rate of growth, 
we have a long-term trend in mind, not only a few years of boom; 
although in the 1880s and ’90s we can find a few years here and 
there when a high rate of growth prevailed, we cannot find a whole 
decade during which it was sustained at 5%. This is a relatively new 
phenomenon, and one that in very many parts of the world — notably 
in Continental Europe—we have only witnessed since the war. | 
think that part of this success and of this improvement is due not 
only to technological progress, to more efficient machinery, but also 
to progress in economic knowledge and in economic policy. Let me 
briefly trace the single items which make up this progress. I mentioned 
that since the war one phenomenon that has almost disappeared when 
compared with, say, the period before 1914 or 1929, has been the 
famous phenomenon of bankruptcy. Who goes bankrupt today? A 
restaurant, a coffee house, a fashion house; not a factory or an 
industry. This is due to a reduction in risk which has profound 
influences; it means that on average a modern economy carries a much 
iower excess capacity than it used to do before the war. This lesser 
risk reduces costs and is thus an additional incentive to invest. Un- 
fortunately, statistics are very scarce, and let me hasten to add that 
legal statistics on the legal institution of bankruptcy would not suffice. 
We would have to distinguish what type of bankruptcies in the past 
led to the closing of factories which, after an interval, were again put 
into operation by somebody else. In the same category I would not 
include bankruptcies which led to one investor losing his money and 
another taking over the factory in question and continuing production, 
although there is no legal difference. I would venture to say that the 
lower rate of bankruptcies improves the yield of investments by any- 
thing between 10 and 20%; this means that, if the rate of growth were 
3%, it would be 3.3 to 3.6% on account of this factor alone. In view 
of the lesser risk — and also of better information — the incentive to 
invest has become stronger and, because of that, more savings and 
investments are made. This raises the rate of growth by another 
10% to, say, 3.9%. 
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Let me add that reliance on a different type of monetary policy, 
which will not allow severe crises or deep and long recessions, has 
created an investment decision model in the post-war world which is 
different from that of the pre-war world. I would characterise this 
new model by saying that long-term expectations are now independent 
of short-term projections, May I quote one concrete example in Italy. 
The annual report on the Italian economy — regularly published by . 
the bank of Italy on 31 May — referred to 1954 as a year in which 
Italy was relatively poor and had a low rate of growth; yet, in that 
year, when profits and growth rates were less than what they are 
now, it reported an exceptionally high demand for and increase in the 
supply of money. One felt at first that the two statements were incom- 
patible. Either there was no recession; then money demand and supply 
would increase. Or there was a recession; then the report must be 
somewhat over-estimating the expansion of money supply. But when 
analysing it, it became quite clear that, although profits — and notably 
undistributed profits used for self-financing — were not so high as 
anticipated because there was a certain recession, none or very few 
of the investors cut their investments as they would have done under 
previous systems, but they had recourse to credit, so that self-financing 
simply constituted a smaller proportion of total financing than usual. 
I find this example very characteristic of the new decision model 
which makes for more continuous — and, therefore, in the long run 
higher — investment. A different system of monetary and economic 
policy is thus another contributing factor to a high rate of growth. 


A third — and very important — factor is that there is vastly more 
information available. It may be supplied by a government planning 
office or a similar agency, or by producers’ associations which did not 
operate in this field before the war. Moreover, the awareness of what 
future demand will be, of what investment tendencies are, and of the 
fact that there will be no shortage of complementary facilities (elec- 
tricity, transport, etc.) — since public investment looks after the future 
needs — again raises the rate of growth. May I add that, by conveying 
additional technical information, such facilities also lead to the form- 
ation of much more efficient units which are nearer to the optimum 
dimension. If this is the case, we have, in fact, (a) increasing returns 
for the firm and (b) increasing returns— which we call increasing 
returns of the Allyn Young type — for the economic system as a whole. 
Consequently, the capital/output ratio is somewhat lower and the 
investments made produce a better result and a higher rate of growth 
than under previous circumstances. 


This is why I believe that much of the increase in the growth rate 
from the speed of the railway age to that of the aircraft age is due 
not only to technical but also to econmic information and policy. 
Of course, one can ask oneself—as Dr. Horvat does— whether we 
can break the sound barrier? And in our present experience the sound 
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barrier for the rate of growth lies above 6%. Let me say first of all 
that I would like to see the result of Yugoslav research which shows 
that many countries have reached a growth rate of more than 6%. 
I do not doubt that we can find very many cases covering up to five year 
periods, but not decades. 


Take your own country, Yugoslavia; there were four or five years 
when Yugoslavia and Japan were the two exhibits which every deve- 
loped economy should study to see why and how they succeeded in 
having an 8 or 9% rate of growth without applying fully coercive 
methods. Now, in Yugoslavia-— whether for balance of payments 
reasons or not we cannot debate here— this high rate of growth was 
not sustained. I remember discussions I had with several Yugoslav 
friends and in which I queried whether a 10% rate of growth can 
reasonably be projected — as they tried to do — for five or ten years. 
In Japan it has lasted longer. But I should like to ask Mr. Kano later 
on to discuss the actual economic account in the light of an article 
published by the well-known Japanese economist Professor Shigeto 
Tsum in the Economic Weekly of India, in which it was said that there 
is a matter of economic illusion in the rate of growth. I do not deny 
that there is a high rate of growth under the coercive methods charac- 
teristic of communist countries. But may I say that even there, when 
the output is diversified and when income per head rises— as is now 
the case in Soviet Russia—the rate of growth may decline; it is 
perhaps not an accident that the growth rate in Soviet Russia fell 
from about 8% to some 6% or 7%, because administrative and other 
difficulties presumably have made it much more difficult to administer 
a more diversified output than a relatively standardised and simple 
output. i i 


For a more definite answer we should not merely rely on economic 
theory and various types of models, but on an analysis of a much more 
profound and relevant set of forces and questions, to which Prof. 
Ahumada referred in his intervention. As usual I learnt a very great 
deal from Prof. Ahumada’s statement. I entirely agree with him that 
what is needed is consistency, efficiency and feasibility. I also agree 
that we are sometimes too optimistic and not sufficiently analytic, 
because analysis would imply a knowledge of an inter-disciplinary 
corpus of all social sciences. He states that the feasibility conditions 
really depend on four dimensions: the economic, the administrative, 
the social-cultural and the political dimension. I agree that economics 
are the easiest part; I even think that the improvement of administra- 
tion by technical assistance or other types of persuasion — while it 
may take some time—can at least be achieved in one stage by 
avoiding the plurality of the agencies or inconsistency in different 
administrations. But the social, cultural and political change is very 
much more difficult to analyse. A paradigma of the social-cultural 
change was once very well expressed by George Bernard Shaw who 
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said, in his preface to “Back to Methusalah” when dealing with 
the change in attitude we have to produce: “If you want to change a 
man, you have to start working on his grandfather, but since his 
grandfather is dead, what are we to do?” 


I think that George Bernard Shaw, as usual, pointed to a valid 
case, but that he exaggerated in order to make his point clear. I 
believe that we can change the attitude of man — not by starting to 
work on his grandfather but in a shorter interval; this may not take 
only five years, but it can be done in one generation. Let me conclude 
optimistically that an increase in rational thinking in all spheres of 
economic life can be achieved within the next decade. In the longer 
spell of one generation it should also be possible to induce a change 
in political institutions, in somehow penetrating the minds of poli- 
ticians, causing them to apply rational reasoning. 


Vi. SUBMISSION AND DISCUSSION 
OF THE REPORTS OF Mr. URI 
AND Mr. DANTWALA 


INTERNATIONAL PLANNING FOR THE CONSTRUCTION OF EUROPE* 


by Mr. Pierre URI, 


Chairman of the Group of Experts on Long-term Development Attached 
to the European Economic Commission (Paris) 


The integration of Europe has made planning on a European scale 
necessary. Some of the Common Market countries have voluntarily 
accepted such planning, while others are categorically opposed to it. 
A plan for Europe may be no more than the co-ordination of the 
different national plans; but it may be more than just that. It may be 
conceived as an over-all plan in which the different national plans 
take on the character of regional plans of an executive character. 


Sixteen years ago a commission was established in France to draw 
up modernisation and equipment plans covering periods of four or 
five years. A planning department was recently established in Belgium. 
In Italy there is a National Planning Council. In the Netherlands the 
authorities are drawing up models for long-term development. But the 
Government of Germany is hostile to anything which smacks of plan- 
ning; it is even unwilling to make simple projections. In France, which 
has been the pioneer of planning within the Community, planning proved 
necessary for two reasons. 


First of all, as a result of the nationalisation measures taken just 
after the Second World War, the coal, gas and electricity industries and 
part of the banking and insurance sectors were transferred to public 
ownership. In addition, the financial situation in France has developed 
over the years in such a way that a very considerable proportion of 
all short-term deposits are held by the public authorities. The funds 
thus held enable the authorities to invest on a large scale in private 
as well as in nationalised industry. 


* The written text of this report was published in full in Annals, 1963, No. 1. 
For this reason only a summary of the oral report is given here. 
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The plans are based on consultations within committees established 
for the different sectors of activity; on these committees sit repre- 
sentatives of public authorities, industry and the trade unions and also 
a number of independent experts. 


Just after the war the main objective of planning was to put an 
end to the shortages which existed throughout the economy. Subse- 
quently planning policies underwent a change. The aim of planning 
is now threefold: firstly, to reduce the uncertainties which hamper the 
development of the economy; secondly, to prevent the wasteful dispersal 
of resources and to ensure that they are available in sufficient quantities 
for the satisfaction of fundamental needs of a collective and long-term 
character; thirdly, to induce the public authorities themselves to frame 
their decisions and their budgets with long-term aims in view. 


For reasons similar to those applicable in France, a certain measure 
of planning is necessary within the Common Market. However, planning 
at this level involves additional difficulties. 


First of all, it will have to take into account not only changes in 
rates of growth but also the structural changes which the integration 
of Europe will give rise to. It will be desirable to determine first of 
all trends in the different types of demand (public consumption expen- 
diture, investment, private consumption) as over-all income rises. This 
would be an analysis of elasticity based on income at constant costs. 
In addition, estimates of growth rates will have to be made. It will 
then De possible to present in systematic form the different types of 
final demand in the different countries. After considering the functions, 
one can pass on to consideration of the products themselves. Total 
production values at constant prices can be assessed for the community 
as a whole. Lastly, exports to non-member countries will have to be 
taken into account. 


The figures for final products will provide a basis for an analysis of 
exchanges between industries, which in its turn will show levels of 
activity in the intermediary sectors. After this one can attempt to 
estimate the volume of investment which will be required to secure 
expansion at.the rate anticipated. The main difficulty will be that of 
making allowance for changes in relative prices occurring as a result 
of changes in the conditions of supply and demand. Equilibrium of three 
types must be sought: firstly, between investment and saving; secondly, 
in the balance of accounts; and thirdly, between labour supply and 
demand. 

‘Once the model has been established for the Community as a whole, 
the next task is to assess economic progress in the different countries. 
and regions. The aim is not so much to establish forecasts as to make 
projections. The planners attempt to detect and indicate tendencies. 
while realising that in fact the rate of growth may exceed or fall short 
of the trend according to whether circumstances are favourable or 
unfavourable and to the effectiveness — or the opposite — of govern- 
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ment policy. However, the projection will influence actual events in so 
far as economic units base their decisions on it and public authorities 
are guided by it. This is the essential prerequisite for any plan. 


|. At the beginning of November 1962 the European Economic Com- 
inission gave its definition of planning at the European level. In its view, 
the fundamental task is that of reconciling attempts at national planning 
with the fact of European integration. The proposal is, not to abandon 
all planning, but to begin to plan within a larger framework. 


The Commission has already persuaded the member countries to 
issue national economic budgets for the coming year on the same date 
and drawn up on similar lines. It is now recommending that these 
budgets should be framed in the perspective of longer periods (four or 
five years) on the basis of the general growth trends apparent within 
the community. Special programmes will be necessary for two important 
fields, firstly, that of labour supply and demand, and secondly, that of 
regional economies, A measure of unity of views will have to be 
reached on questions such as school leaving and retirement ages, 
transport and agricultural policies, equilibrium of the balance of 
accounts, etc. The achievement of this will involve more than simply 
the comparison and co-ordination of decisions taken at a national level; 
it will require the formulation of an over-all approach which will be 
applied in different ways in the different countries and regions. 


As regards investment policy, the Commission does not propose any 
measures which would be mandatory on undertakings. In principle it 
does not seem either possible or desirable to co-ordinate thousands of 
individual investment projects at the European level. It would be 
sufficient if the economic projections of probable levels of activity 
which will ensure equilibrium in the different branches of industry give 
guidance which individual undertakings can follow when drawing up 
their own plans. However, there is a danger of wastage and under- 
employment in some sectors in which small numbers of undertakings 
are carrying particularly heavy investment burdens. These problems 
should be dealt with officially at meetings which would be attended by 
ihe main representatives of the industry concerned and a number of 
experts on European questions. It would be desirable that these 
meetings should be public; that they should consider plans made by 
other industries; that they should be more concerned with the general 
interest than with specific interests; and that the representatives of the 
workers should play an active part in their proceedings. 


Lastly, it is essential that the main choices should be submitted to a 
political institution in order that public support may be won. 


These are the requirements of democratic planning. 


In conclusion, let me say that planning on a European scale is not 
intended to restrict either competition or initiative. But the Common 
Market is not based on the over-simplified liberal attitude that if 
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obstacles to free trade are removed everything will turn out all right. 
The public authorities are required to intervene to avert crises, to 
promote harmonious regional development, to prevent deflation and to 
secure not only full employment but the greatest possible measure of 
productiveness in employment. Thus the State takes a share of action 
as well as of responsibility. 


INTERNATIONAL PLANNING TO COMBAT THE SCOURGE 
OF HUNGER THROUGHOUT THE WORLD * 


by Professor M. L. DANTWALA, 


Vice-President of the Indian Society of Agricultural Economics, 
Bombay 


The Problem. 


In the first of my paper, I have given a brief statistical survey on 
the incidence of hunger and malnutrition. This is a subject on which 
precise factual information is difficult to obtain and the data should 
therefore be interpreted with circumspection. I have made use of the 
- most recent information available to me from the reports of the U.N. 
Agencies — particularly the Food and Agriculture Organisation — the 
U.S. Department of Agriculture and the Committees of the Congress 
of the United States. As will be noted, I have borrowed liberally from 
the contributions of Dr. Sukhatme both for international and national 
statistical information. I take this opportunity to acknowledge my debt 
of gratitude to him. 


The broad picture as it emerges from this statistical analysis is 
fairly well known, Dr. Sukhatme has estimated that 10 to 15% of 
world population— some 300 to 400 million people— are under- 
nourished. The incidence of malnutrition is much larger. But the more 
significant aspect of the problem is that diets are nutritionally adequate 
only for 30 industrialised nations, which account for a third of mankind. 
For the 70 less developed countries — containing 1.9 billion people — 
diets are deficient in calories as well as in nutritional content. Among 
the different countries the range of deficits varies considerably. 


The data available convincingly establish a relationship between the 
incidence of hunger, undernourishment or malnutrition and the state 
of economic development. Within a given country the association 
between diets and levels of income of individuals, groups or geogra- 
phical regions is also quite apparent. The statistics for India presented 
in this paper clearly bring out that fact. 


* The full text of the written report having been published in No. 1/1963, pp. 71- 
95, of the Annals, the following contains merely a summary of Professor Dantwala’s 
verbal address. 
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Prospects. 


A disturbing aspect of the problem is that this gap between the 
surpluses of the developed countries and the deficits of the less 
developed countries is not likely to narrow in the near future. F.A.O.s 
projections for cereals — with all their assumptions and limitations — 
reveal that by the end of the current decade a substantial surplus of 
wheat and course grains will emerge in the high income countries. On 
the other hand, in the low income countries, the existing deficit in wheat 
will increase considerably. This is the major challenge confronting the 
Development Decade. 


The Moral. 


The situation as revealed by these data is deeply perturbing, and 
the 20th century, which so proudly proclaims the marvels of its achieve- 
ments in science and technology, is perhaps guilty of hiding many an 
ugly skeleton in streamlined cupboards of stainless steel. But, it is 
equally a tribute to the same civilisation that this dismal record is 
brought before the public eye and is seriously discussed on the forums 
of the United Nations, by men of science and by administrators. By 
any token, the magnitude of the problem is stupendous and it will not 
be solved unless world conscience is stirred and our intellect and 
system of values recognise the dignity of man as man — and not alone 
in the light of his position as a politician, an entrepreneur or a scholar. 
The genesis of all action is in the human mind or even better, in the 
human heart. This Congress will feel amply rewarded for all its 
efforts, if it succeeds even in a small measure to carry its appeal to 
where it must ultimately be addressed. 


This paper fully endorses the view that “the ultimate solution to 
the problem of hunger lies in an effective acceleration of economic 
development”; however, this does not mean that till economic develop- 
ment is attained, nothing worthwhile can or need be done to lessen the 
extent and intensity of the problem. ! further believe that an adequate 
diet is not merely an end of economic development but also a means 
to its achievement. 


National Action. 


It is appropriate to begin with the national action needed for this 
purpose. Apart from the fact that the responsibility for eliminating 
hunger and promoting economic development must definitely remain 
with the people and the government of the country concerned, the 
effectiveness of international action will in no small measure depend 
upon the proper orientation of national policies. When the government 
of an underdeveloped country decides to launch an economic develop- 
ment programme, there is a natural tendency to emphasise the develop- 
ment of the basic and heavy industries and of the economic infra- 
structure as a whole (steel, transport, power, etc.). By and large, the 
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theory of economic growth supports this strategy. But there is a 
possibility that this way of thinking and development technique — 
especially if carried to an extreme, disregard agriculture. This could 
happen under a totalitarian regime, but I am sure it cannot persist as 
long as there are genuinely democratic institutions of adult franchise, 
a parliament and a free press. 


On the other hand, there is a possibility that in ie a situation, the 
immediate needs might tend to be over-stressed to the detriment of the 
more lasting requirements. Under such conditions restraints on con- 
sumption are difficult to impose and the propensity to consume is very 
high. A right balance must therefore be struck between increases in 
consumption and increases in savings and investment. What should be 
attempted is to step up the incremental ratio of investment to national 
income. 


At the same time, development planning will have to make special 
allowances for the weaker section of the population. This implies an 
income and employment policy which may appear as growth-retarding; 
in the case of India for instance, it may mean helping the traditional 
village industries which employ millions and use “inferior” production 
techniques. Applied with discretion, such a policy is not economically 
wasteful as many economists and technicians tend to believe, although 
this is, of course, a controversial subject. 


The crucial factor in stepping up food and agricultural production 
in developing countries is to improve the organisation of the supply of 
knowledge and services (credit, seeds, fertilizer, irrigation, farm mana- 
gement, etc.). Mere massive capital investments without the support of 
such an organisation may yield poor results. 


International Action. 


The silver lining to the otherwise tense and sombre international 
Scene is the growing concern over the problem of human welfare : over 
the fundamental rights of the individual to freedom, to good education 
and good health. The Freedom from Hunger Campaign is one of its 
best illustrations. But the problem is very difficult and admits of no 
easy solutions. Even the obvious line of action, to make the food sur- 
pluses of some of the developed countries — available particularly the 
U.S.A.— to the food deficit areas, is fraught with many difficulties. 


Concern is expressed on two grounds. One is the fear that food 
imports— as gifts or on concessional terms — will bring down the 
prices of food in the receiving countries to a point where they act as 
disincentive to local production. Secondly, they may have a disturbing 
effect on the normal commercial channels of international trade, to the 
detriment of other exporting countries. Regarding the first point, I 
maintain that in a situation of a sizeable food deficit, foreign food aid 
on the whole has a beneficial effect on the country receiving it. The 
process of economic development, with its emphasis on building up an 
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industrial structure requiring large capital funds, inevitably tends to 
generate inflationary forces. Internally, food production is subject to 
wide seasonal fluctuations. Foreign exchange is also in much too short 
supply to permit commercial food purchases from abroad. Under these 
circumstances, food aid can be and has been a powerful anti-inflationary 
force and a help to maintain a reasonably stable level of food prices. 
To avoid adverse repercussions on other exporters, it must be ensured 
that food aid results in “additional” consumption, in excess of indigenous 
production and traditional imports. It is true that in practice it may 
be difficult to adhere to this tenet scrupulously. ` 


The use of the counterpart rupee fund for development purposes 
may have an inflationary effect; but viewed globally — taking into 
account the first deflationary effect — food aid is a welcome instrument 
for combating hunger. Without the generous PL 480 Aid, economic 
development in India would have been slower or would have met with 
greater difficulties and entailed greater sacrifices in food consumption. 
By this, the vulnerable section of population suffering from inadequate 
diets would have been affected most strongly. 


If it is, then, accepted that the ultimate solution of the hunger 
problem is economic development, international action will have to cover 
a much wider area than is done by food aid. Other forms of financial 
and technical aid are equally crucial. Furthermore, if there is a genuine 
desire to help the developing countries in their development effort, 
acceptance of certain economic policies by the developed countries is 
imperative. One of these policies which has attracted a good deal of 
attention in recent years, is a more accommodating attitude towards 
the exports of primary commodities and light manufactured goods from 
the developing countries. 

A calm voice is sometimes heard with more clarity, and I presume 
with more sympathy than the shrill voices of the politicians. In this 
Congress of learned people, the tone, I am happy to say, is calm and the 
language is gentle. I am sure, for this very reason it will be heard. 


DISCUSSION OF Mr. URI'S REPORT 


Statement by Mr. Albert GAZIER (France) 


1. The Rome Treaty setting up the European Economic Community 
is the result of a series of compromises. 


In the economic sphere, the suppression of quotas and customs 
duties delights the hearts of supporters of laissez-faire, while the 
articles about common policy and harmonisation of regulations are 
aimed at satisfying those who love organisation. 


2. The compromises which preceded the signing of the Treaty are 
obviously not definitive. The Rome agreement was concluded for an 
unlimited length of time and modifications are inevitable. These modi- 
fications will not always proceed in the same direction, for they will 
reflect the fluctuating policy of the governments concerned. 


3. During the first stage, the way the Treaty has been applied has 
stressed its liberal characteristics. For instance, reduction in customs 
duties has been accelerated, while equal pay for men and women has 
been postponed to a later date. There is no common policy. Notable 
progress has been made in the agricultural sphere. But there are still 
uncertainties and even anxieties, as a result of the debate on Great 
Britain’s application for membership. 


4. Four of the six countries which form the Community, Belgium, 
France, Italy and the Netherlands have to a greater or less degree set 
out on the road of planning, or to use a more diffident expression, of 
programming. 

Progressive application of the Treaty makes it more and more 
imperative to consider the question of how national plans can fit in 
with free exchange, on the book-keeping level. 

Many protagonists of the Common Market would find their ardour 
Sharply reduced if they had to sacrifice planning on the altar of 
Europe. : 


That is why the efforts of the Commission to overcome the contra- 
diction between planning and free trade, by drawing up, little by little, 
a European plan, has aroused much interest and hope. We have to 
recognise that no one would have thought, no more than two years ago, 
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that it could have been possible for the Commission to pose the problem 
quite so clearly. 


5. The principal obstacle to European planning is to be found, as is 
well known, in the opposition of certain leaders of Federal Germany. 


Mr. Erhard goes so far as to deny that the strengthening of French 
economy since 1946 is due to the four successive plans. He stands 
forth as the representative of “integral liberalism” and declares that 
all planning, however flexible, is incompatible with individual liberty. 


At Tananarive, in May 1962, during the Madagascan discussion on 
the subject of development, a German delegate praised free enterprise 
as one of the fundamental values of Christian civilisation. 


6. However it is well known that governments do not always do as 
they say. It would be altogether inexact to consider West German 
economy as a very pure example of economic liberation. 1 


In that country the proportion of investments that depends on public 
authority is greater than in France. 


Several industries are subjected to a corporate régime that is a far 
cry from the principles of free competition. Elsewhere industrial 
concentrations govern the market. Other sectors, civil aeronautics for 
example, manage to subsist only because of subsidies. Finally, agri- 
culture has since 1955 been regulated by a plan discussed in the 
Bundestag, the Green Plan (griine Plan) which puts into operation an 
extremely dirigiste battery of subsidies and quotas. 


Powerful organisations, the Social Democratic Party, the unions, 
and also. businessmen, are in favour of programming. At the least 
sign of slowing down in expansion the influence of this current of 
opinion will increase even more. 


The programme of the Social Democratic Party, although it allows 
large scope for competition contains statements very much in favour of 
planning; “to enable all men to have their share in the increase of 
well-being, it is necessary, by means of coherent planning, involving 
any necessary structural modification, to see that the economy can 
achieve harmonious development”. | 

The Chairman of the Trade Union Federation (DGB) has approved 
the programme of action of the Executive of the Common Market. 

Ruhr businessmen have taken the same side. 


. 7. Evolution towards planning is irreversible. It has more often 
happened that traditionally liberal countries have reconciled themselves 
io drawing up plans than vice versa. 


1 Cf. A. Prerrre, “L'économie allemande est-ellé vraiment libérale?”, in Revue éco- 
nomique, May 1962; Alfred Frisch, “Le mythe libéral et la réalité allemande”, in Docu- 
ments. Revue des questions allemandes, March/April 1962. 
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8. Several roads are open to the Europe of the Common Market: 


(a) co-ordination of investments and of policies in the most important 
sectors, 


(b) generalisation and harmonisation of national plans with the aim 
of avoiding wastage, overequipment and contradictions, 


(c) the establishment of European programming within which the 
national plans will become regional plans. 


9. The third road is intellectually the most satisfactory. Europe will 
very probably take it one day. It can however harbour dangers if 
certain preliminary conditions are not fulfilled. 

The plan, in itself, is not a goal, but a technique for specifying and 
attaining objectives. Its value is that of the objectives and of the 
means chosen. It can encourage social progress or, on the other hand, 
Strengthen exploitation of workers and consumers. It can also allow 
technocrats to impose their personal policy by making play in turn with 
contradictory capitalist interests and workers’ demands. 


10. The three fundamental objections of Collective Economy as 
recalled by the Congress of ICRICE at Vienna in May 1961, LIBERTY, 
SECURITY, WELFARE, can only be attained by democratic planning. 


Democratic planning is distinguished from other planning by the 
effective participation of citizens in the choice of goals as well as in 
the drawing up and in the execution of the plan. The democratic plan 
_ therefore demands the existence of a political SES which 
functions at the same level. 


11. For democrats, European planning presupposes the creation of 
European political institutions, that are founded on the principles of 
democracy, that is to say a government endowed with real powers, an 
assembly elected by universal suffrage, a council that allows trade 
union organisations and all forms of the economy to express themselves 
freely. Democratic planning presupposes moreover the putting into 
operation of democratic means of control and of application of the plan. 


12. These are the goals to be attained. Meanwhile, important pro- 
gress can be obtained by establishing European agencies for statistics, 
investigation and forecasting, as well as by harmonising national plans. 


Statement by Mr. Giacomo MANTEGAZZA (Italy) 


The subject. about which I am going to talk is concerned with the 
relations between national and international planning. As I have such 
a short time at my disposal, I shall not be able to go beyond the 
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statement of general principles, attempting to put forward observations 
which can be further studied and investigated more deeply. As a matter 
of fact, all I can do is to make more explicit concepts that are already 
implicit in Professor Uri’s speech. 


Even though national planning is the very basis of economic life 
in the communist countries or those which are under communist 
domination, even though national planning is becoming more and more 
widespread in the Western world, international planning is at a stage 
that can be almost called infantile in those very communist countries, 
and downright embryonic in the Western world. 


It seems to me that the most organic and advanced attempt that 
has been made in this direction in the Western world-——and in this 
case it is really a matter of relating a priori and organically a develop- 
ment plan of a country to economic and financial aid from other 
countries —is the attempt made by the Indian plan; Professor 
Rosenstein-Rodan, who has played such an important part in the 
development of Indian planning, could tell us some illuminating things 
about this. 


But in Italy it is said that one swallow does not make a summer. 


Professor Uri could object that the European Economic Community 
has done and is going to do among its associated countries, something 
very much like the Indian plan or even more advanced than the Indian 
plan. My reply would be that, in my opinion, even two or three 
swallows do not make a summer. In the wider acceptance of the term 
-— which embraces all States — international planning has not even 
been initiated. 


National planning is, throughout the Western world, substantially, 
planning for a closed market and not for an open market. I don’t want 
to start arguments here, and whether this is a cause or consequence 
of the situation in which international planning finds itself now, I 
merely want to point out that this circumstance exists. 


It-is certain that in the Western world, which is of more interest 
to us, but also elsewhere probably, countries which have a national 
plan, or which propose to draw up one, consider in their plan the 
factor of the rest of the world merely as a balancing item in the 
national statement of accounts: the national development objectives are 
autonomously posed, so that relations with the rest of the world only 
come into the picture in so far as they are conducive to the attainment 
of these objectives. 


What are the consequences of this state of affairs? Many could be 
cited. Here it is enough to point out that, as things stand, international 
equilibrium, in its economic aspect, in its social aspect, and especially 
in its political aspect, cannot exist except by pure accident. 

Ladies and Gentlemen, if we consider the problem of the relation- 
ship between countries that are economically prosperous and countries 
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underdeveloped economically, as the crucial problem for the future of 
the world, the stakes are too large for us to be able, with a clear 
conscience, to leave to chance the outcome of the game. In the year 
2000 men will laugh at us in the middle of the 20th century, comparing 
us to children who think that they are governing the world by playing 
at blind man’s buff. Humanity will laugh, if it is still in existence. 
Our duty is to act in such a way that humanity will still be able to 
laugh; but in order to do this we must soon, now, take the bandage 
from our eyes. 


But you will ask: what has ICRICE to do with all this; well, I think 
that taking away the bandage is a fitting job for ICRICE. 


The official international agencies, or, to speak in more exact terms, 
the interstate agencies — first of all UNO -—are not, in the present 
political situation, in a position even to study the problem, not to 
mention proceeding to action. ICRICE is an international, not an 
interstate organisation, and is in a particularly fortunate position as 
regards the consideration of economic problems: it can — 1 would go 
further and say it should — study this fundamental problem, entrusting 
it, I venture to suggest, to the Commission of Theory, under the 
enlightened and competent chairmanship of Professor Weisser. 


Statement by Mr. Mario BONESCHI (Italy) 


I am speaking— and I hope that I shall ‘not be considered an 
intruder — in the place of absent members. The absent members that I 
am taking the liberty of representing here are jurists. 


At this Congress no one has spoken of the legal side of planning 
questions. It would be possible to retort that at this Congress, only 
the economic questions should be discussed. But I think that, on the 
contrary, it is necessary that two points of view, economic and legal, 
should be treated together. No constructive idea can be formed, if 
economic ideas, which are fundamental, do not raise related legal 
questions. What has to be done is to construct a legal code in relation 
10 planning, as yet non-existent, and this calls for the work of economists 
and jurists. We know that the divorce of specialists has always pro- 
duced difficulties, and if economists do not collaborate with jurists, in 
so far as we have to interpret the law, in so far as we have to establish 
the law, the difficulties are serious. 


I should stress the necessity of common labour either from the point 
of view of internal national law, or from the point of view of inter- 
national law. 


On the plane of internal law, we have this completely new subject- 
matter not catered for by national codes. 
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From the official point of view, we are still using the Napoleonic 
code, with its individualism, its autonomy for the entrepreneur and 
complete freedom of business organisation. 


The greatest innovation in the organisation of society characteristic 
of our century — state intervention — did not come to the countries 
of Western civilisation accompanied by a general conception or a 
philosophy. | 


Reality has gone further than either the economists or. the jurists 
would have fancied. Jurists are and ought to be conservative in 
tendency; if they attempt to anticipate the evolution of society they run 
the risk of committing freakish actions, but it is certainly their duty to 
organise for the evolution that has in reality taken place. An organic 
set of economic statutes in conformity with the necessities of a modern 
society, is not yet in existence, and legal science has up to now 
abstained from making an effort to draw up new legislation. We live 
under a legal régime which is, for the most part, fiction. The public 
enterprise for example, when it is set up in the form of a private com- 
pany — a particularly widespread phenomenon in Italy—is under the 
direction of organs which, legally, are sovereign and responsible only 
to its shareholders, and which have responsibilities that can be in 
contradiction with the commitments which, as instruments of public 
authority, they have to fulfil, Formally, it is their duty to make the 
maximum of profits, to assemble the maximum of reserves, whereas, 
as instruments of public authority, they can be subjected to contrary 
considerations. 


But the most serious question as regards economic programming, 
is the conflict. between the reservations of the law and concrete admi- 
nistrative action. I do not know if economists are ready to pay tribute 
to the memory of Montesquieu in the same way as jurists, but it is 
certain that separation of powers is really the safeguard of our liberties 
and of the human personality in our civilisation, the safeguard of 
legality itself. This is so true that in other régimes, there have been 
complaints about violation of then unrecognised legal rights, and 
politicians now dead are accused of having violated these rights. 
There are some rights implicit in our constitution which cannot be 
infringed by the law, and which the Administration must respect in its 
activity in the economic sphere. This places an obstacle, a brake, on 
the action of public intervention. Given that the economy is always 
evolving, in cycles and with different contingencies, it is difficult to 
make preliminary adjustments to the general and abstract legal arrange- 
ments concerning, on one hand, powers, and, on the other, rights. 
Intervention in the economy also requires, in some cases, rapid action 
which cannot be authorised by legislative procedure, by necessity slow 
and complicated. We should also consider the deficiency of consti- 
tutional measures concerning programming and planning, in the coun- 
tries of the European continent, although these. constitutional measures 
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were for the most part drawn up just after the war, revealing the 
influence of new conceptions and new reactions, and far from being 
inspired by pure liberalism. These constitutional measures are redolent 
of the fact that the idea of programming had not occurred to those 
who drew them up. It is only in the Constitution of the kingdom of 
Morocco, only recently drawn up, that.I find, for example, a chapter 
concerned with economic programming. This is the sort of adaptation, 
of constitutional revision, that should be carried on, with, if necessary, 
new laws to accompany economic planning. The problems are no less 
serious at the level of the Economic Community. There are, in the 
EEC Treaty, two clauses which can form great obstacles to pro- 
gramming either in member States, or at the level of the community. 
They concern the protection of competition against the distortions that 
might be caused by article 85 of the Treaty, and the clause which 
mentions state aid to enterprises, and which subjects public enter- 
prises to a special régime. Each time that planning affects private 
interests, these interests will react and the fulcrum for reaction will 
be — leaving aside evasion of prescriptions, which I cannot talk 
about — a legal point. There is a European Court of Justice which has 
the task of defending the treaties and if no care is taken to draw up 
programmes that are in order, with regard to the treaty, there is the 
tisk of being summoned by the Court as having taken illegal action. 
We must come to the same conclusion. Economists and jurists should 
work together, to give order and dynamism to this great phenomenon 
of our time, planning, which up till now, has established itself in an 
inorganic way, but which, being irreversible, should be controlled, 
dominated and regulated by statutes of law. 


Statement by Mr. Francesco COSTARELLI (Italy) 


Professor Uri has stated that it is useless to ask whether a plan 
ought to have a binding or indicative effect. It is binding because 
political authority adopts it, and it is “more than indicative” for its 
economic administrators. 


‘This is true, but this is why the administrators are concerned about 
ihe problem, for this “more” reveals just how far the efficiency of the 
plan is indeterminate, and thus provokes debate. 


The question as to whether a supranational plan should precede 
and overrule the national plan re-awakens the perennial debate between 
municipal administrators about the relationship between district and 
local planning. This debate has been superseded by the move which 
made the high level plans predominantly coordinating, and binding in 
character, for public authorities, with the aim of creating an infra- 
structure under public jurisdiction. 
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Thus the problem of the efficacity of supranational plans has not 
been: overcome, nor have we been able to solve the problem of the 
relationship with those countries — like France, according to what we 
have just heard — in which the purely indicative character of the plan 
will have to be superseded. 


Obviously-a contributory obstacle to the greatest efficiency of a 
supranational planning is the fact that this efficiency and the carrying 
out of the plan depends on free acceptance by a sovereign community, 
and that the entrepreneurs have a different relationship to this type of 
planning, from their situation vis-à-vis national planning. 


‘However I do agree that we should not spend too long considering 
the terms and the scope of planning in an international! authority, for 
— I accept this point of view— things are happening, and a way has 
already been opened. All we have to do is to follow this road: it will 
lead to planning. 


E.C.E. is the beginning of this road. A Fuel and Power Community 
could be, and in my opinion should be, another step on the same road. 


Not only economic motives, but also technical exigencies, show that 
this step is opportune and even of urgent nature: 


(a) Fuel and power is the industrial sector in which increase of means 
of production must precede, by an appropriate measure of timé, 
the increase in demand. Therefore it seems obvious that inter- 
national agreement in this sector should be given precedence; 


(6) Everywhere within the European Community the sources: of pro- 
duction of hydroelectric power by means of reservoirs are diminish- 
ing, that is precisely that energy which is used to provide for peak 
loads, and which therefore is of particular value in the economic 
management of sources of power. 


Italy, France, Germany and even Switzerland are tending rapidly 
io exhaust their potentialities for utilisation of hydroelectricity. At all 
the technical congresses of this sector during the last few years a cry 
of alarm has constantly been raised in face of this increasing reduction 
of new potential sources for hydroelectric power. 


Thus the problem of the economics of production of power demands 
an agreement between the States with the view of forming a unified 
or coordinated “system”, in the common interest. 


In the course of an intervention allusion has been made to a possible 
“national policy” of the Italian Government concerning the price of 
power, which, it was pointed out with concern; would. in future be sold 
to big industrial concerns at a special price, therefore constituting a 
form of indirect contribution which would change the conditions of 
formation of costs on the competitive plane. 


In fact no authority has yet pronounced in favour of such a SE 
here; I think there must have been some misunderstanding, and, in 
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my capacity as head of a public electrical concern, under state control, 
I think I can elucidate the point. 


There has been discussion in authoritative circles of a pricing policy 
for power, but—-as far as I am aware— in a very different context. 
Perhaps everyone is not aware that in the underdeveloped areas of our 
country, power has always cost, and still costs, more than elsewhere. 
This fact has constituted one of the greatest obstacles to the initiation 
of an industrialising process in these zones, from which industries 
which use power as a raw material (for example electrolysis) have 
always been, and still are, excluded. 


Now, the power pricing policy which has been mentioned is 
designed to eliminate this disadvantage, and even, as far as possible, 
to compensate for the effects of this obstacle in the past, so that the 
process of industrialisation will be accelerated and, thus, so that the 
gap between these zones and those that are already developed -will be 
narrowed. | 


Thus the policy is concerned not with the industrial sector, but with 
depressed areas, and can have no effect on the market other than those 
well-known and beneficial effects merely produced by the socio-economic 
evolution of depressed areas, by means of the encouragement of 
location of industrial enterprises in these zones. To estimate the 
expediency and necessity of such a policy, it is sufficient to recognize 
that in a region that is well-known to be part to the Italian depressed 
areas — Sicily — in the years from 1957 to the present day, there has 
been a greater increase in demand for power than anywhere else in 
the world! 


However I think that in an international organisation, such a 
question should not constitute an obstacle to the setting up of a 
Power Community, in which it could easily be either eliminated or 
clarified, although it could hinder agreements on questions to do with 
public intervention and contribution to certain sectors, if it were inter- 
preted in this sense. 


I think that the problem could begin to be solved immediately on 
the European level, provided that it was considered primarily and 
predominantly on the exclusively technical plane, for here it is much 
more interesting and urgent than on the economic plane, and I believe 
therefore that an international organisation should make a proposal of 
such a sort to the individual European agencies. 


I believe that in this way it would be not only a more convenient 
way of setting up a Power Community, but it would also be easier to 
achieve maximum profits on the economic plane, while, on the pro- 
ductive plane and by means of interconnection of systems, the way 
would be opened to the aims of an international electrical policy as an 
instrument in the service of planning. 
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Statement by Mr. François SELLIER (France) 


I should like to say a few words on the difficulty of co-ordinating 
development models stemming from the different projects in the 
industries 1, and to insist, in particular, on the dualistic — economic and 
political Zi nature of the investment plans drawn up by large companies. 


This problem is interesting, in particular, from the angle of the 
social growth cost, since the development demands structural changes 
which in turn provoke expansion or recession in individual branches 
or industries. 


‘ The liberal planning technique proceeds through exchange of 
information in order to achieve a voluntary coordination of the different 
companies’ investment policies, since each unit is interested in pre- 
venting excessive production capacities. 


But investments of large concerns constitute an economic policy 
in the full meaning of the word, with internal effects on production and 
external influences on the general decisions of economic policy. . 


Large-scale investments affecting whole industrial branches today 
compel the political authority to make certain that their future is 
assured. This is why self-financing, which ensures the autonomy of 
private investment decisions, constitutes an effective participation in 
political power. For each company or concern it mn a ae 
draft to be endorsed by the political power. 


Is it possible to influence the investment policies of ene concerns 
over a long period of time, or is there the risk that expansion is accel- 
. erated excessively in certain branches and that a strong slow-down 
in other branches of the same industry is thereby caused? 


This is particularly important for the industries where public and 
private undertakings exist side by side, and especially when large inter- 
national —- not necessarily European — companies are involved. In the 
past public undertakings have made large-scale investments to re- 
constitute production capacity in the energy and transport fields. 
Do not these investments become obsolescent more rapidly as a result 
of the policy followed by private companies to retain their autonomy? 


Is not this one of the sources of the difficulties Rue ountere’ in 
trying to establish’ a common policy? 


1 Report Urt Annals, No. 1/1963, p. 69. 
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Statement by Mr. Hans HAGNELL (Sweden) 


Let me begin by saying that I am fully in agreement with Mr. Uri’s 
speech on international planning. 


We need planning both internally and internationally to use the 
available resources of manpower fully and well. We need planning 
for the best possible use of the technical resources that exist today 
and those we are building for the future. 


Planning is to prepare for higher efficiency in our industry and our 
business life. But planning in itself is neither good or bad. It is a 
method. There must be an aim for the planning. Are we to aim at 
lowering the scrapping-age of our cars or at non-selfish purposes? Are 
we planning against the starvation ouleide Europe or to make the 
rich still richer? 


I do not doubt the idealistic aims of those who are now planning 
internationally within Europe. But planning’ needs some stable basis. 
It is easier to find such a one inside the geographical or financial 
borders of the participating States than if you broaden your basis and 
also take in the interests of other peoples and continents. Even if the 
planners and some politicians are idealists we all know that in the 
political sphere it is easier to appeal to the selfishness than to idealistic 
feeling. There is a danger the planning apparatus can be used for 
selfish interests in the future. That is why I think it should be very 
valuable if the European economic planning from the beginning could 
be footed on as broad an international basis as possible. That would 
help to overcome the suspiciousness of it that exists outside the 
boundaries of the participating States. Europe is in many respects 
dependent on world-wide contacts. The whole of Western Europe is 
not more then 10% of the world population and in a few decades 
Europe will not represent more then 6-7 %. The individual European 
countries of today have a ‘high degree of foreign trade and we are 
‘provided with those contacts, so necessary -for our industrial life and 
Standard of living. But looking on Europe as one continent, you find 
that most of that trade is internal, leaving only around 5% of our 
industrial life in contact with ex-European markets. We cannot afford 
to reduce those contacts, however much autarky and protectionism 
would appeal to strong interest of shortsighted selfishness. 


I am not against international planning. On the contrary. But 
planning for higher efficiency within industry must be based on broad 
principles and broad interests. Too much selfishness among the 
industrialists and politicians in DOVER aan and for the future — could 
spoil the whole situation for us. 


DISCUSSION OF Mr. DANTWALA’S REPORT 


Statement by Mr. Joseph STASSART (Belgium) 


A considerable proportion of the world population is undernourished 
to a degree which borders on the tragic; and yet at the same time 
agricultural surpluses are steadily accumulating in ‘other countries. 
What is to be done with these unsaleable stocks? I fully agree that 
the solution adopted between the two world wars — throwing food into 
the sea or into the furnaces of railway engines— was a scandalous 
one. As there are people going hungry while elsewhere. there are 
agricultural surpluses, why should not. the latter be used to improve 
the diet of the peoples of the underdeveloped countries? Obviously, 
if these surpluses are to be distributed free of charge, every precaution 
must be taken to ensure that they are distributed in such a way that 
no serious damage is suffered by the economies of the recipient 
countries. Many theorists and experts have assured us that no such 
consequences will ensue provided that the free distribution of food- 
stuffs is very carefully organised. I was glad.to hear Mr. Dantwala 
express the conviction, based on his personal experience, that agri- 
cultural surpluses can be used not only to fill the bellies of the hungry 
but also to help the underveloped countries to set out on the road to 
economic development. 


Briefly, then, there are agricultural surpluses, and the economically 
developed countries have a duty to give them away. That is the first 
problem. But there is another problem, which is extremely relevant for 
the developing countries: is it desirable that developed countries should 
go on producing surplus foodstuffs knowing full well that at least part 
of those surpluses will never find a market? Or would they not be 
wiser to reduce their agricultural production to levels GE with 
solvent demand for foodstuffs? 


I am. of the opinion that the advanced countries should not'succumb 
to this. temptation. The immediate economic advantages which such 
a policy offers are probably clear to you. In the long term, however, 
I think such a policy would be dangerous. I will first of all describe 
the advantages and then the disadvantages which I EES Waleh; 
in my opinion, outweigh the advantages. » ` 


Let us first of all consider the advantages. Economic resources in 
the form of both capital and labour are being used for the production 
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of unsaleable goods. Structural changes of the kind suggested would 
leave these sources available for transfer to expanding sectors. As a 
result, productivity and wealth would increase. This additional wealth 
might well be used to finance aid to the underdeveloped countries on a 
more generous scale and of a more effective character. The aid would 
be more generous because we would be richer; and it would be more 
effective because, instead of only being able to give the underdeveloped 
countries corn we have no use for, we should be able to provide them 
with the goods and services they require most urgently for their 
economic growth. Admittedly, their most urgent requirement may 
well be corn. But it may equally well be something else — for example, 
machinery or experts. 


So much for the advantages. There are, however, certain draw- 
backs which in my opinion more than outweigh the advantages. Let 
me describe them to you. 


First of all, I am inclined to share the views of those who doubt 
whether at bottom the richer countries really are generously disposed 
towards the poorer ones. As far as intentions are concerned, there is 
no doubt that everyone agrees on the principle of helping under- 
developed countries. But when one is in a position to compare the 
aid actually given with the amount of aid that should be given, one 
realises that the former falls miserably short of the latter. In the 
circumstances it is possibly not such a bad thing that the richer 
countries have these unsaleable surpluses; having these surpluses they 
cannot but be generous, and it must be admitted that the under- 
developed countries derive appreciable benefit from that generosity. 
Mr. Dantwala quite rightly reminded us that a man with a full belly 
is a more productive worker than a man wiith an empty one. He also 
pointed out that the distribution of surplus foodstuffs may form a 
basis for large-scale investment programmes. Lastly, all economic 
considerations left aside, hungry people must be fed. 


I have a second reason for opposing any policy aiming at reducing 
agricultural production in the advanced countries. The avowed aim 
of such policies is to reduce the volume of production of foodstuffs to 
the level required to meet existing solvent demand. But this solvent 
demand represents only a tiny fraction of the actual food requirements 
of the world’s population today — that is to say, the urgent, desperate 
demand which is unable to make its influence felt because it is not 
backed by the necessary purchasing power. 


When the underdeveloped countries begin their economic deve- 
lopment — as we expect they will this potential demand for food 
will develop into an effective demand of such proportion that it may 
be wondered whether the agricultures of the developed countries will 
be able to meet it. In this respect it is as well to remember that 
between now and the year 2000 the world population is expecetd to rise 
from 3,000 to 6,000 million. 
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In these circumstances the utmost caution is necessary. Obvious, 
the exercise of caution should not preclude the reorganisation of agri- 
culture. But one must at. all costs avoid allowing one’s judgment to 
be warped by the bogey of surpluses, which will all too soon be 
absorbed. I am thinking in particular of the encouragement being 
given to rural populations to leave the land. There can be no doubt 
that technical progress in agriculture does partly justify such a policy. 
But I wonder whether the adoption of these criteria will not lead to 
the disappearance of agricultural labour forces whose disappearance 
we shall very shortly be regretting. We may also find ourselves 
regretting the thoughtlessness with which we are allowing arable 
land to be made over irretrievably to non-agricultural use. 


Briefly, the bogey of agricultural surpluses may lead the more 
advanced countries to introduce reforms in- their agricultures which 
would be incompatible with the long-term prospects for the demand 
for foodstuffs. This might constitute a danger to the world’s self- 
sufficiency in food. This is the aspect of the problem which touches 
me most nearly. There is, however, another consequence whch may 
draw a more positive response from the rich countries. If the demand 
for foodstuffs increases in the manner I have described, the long period 
during which the terms of trade in agricultural commodities have 
steadily worsened will have come to an end and we shall see the 
beginning of a new period during which agriculture will once again 
be a flourishing sector of the economy. 


On this subject the well-known French economist, René Courtin, 
has written the following: 


“I am fully convinced that the steady worsening in the terms of 
trade must come to an end sometime and that in the not too distant 
future world events will certainly restore agriculture to the prosperity 
which has been absent from it for so many years... 


“We have come to what might be described as a turning-point in 
economic history. I am convinced that the period of economic difficulty 
through which agriculture has passed will be followed by a period of 
expansion. My fear is not that we shall have difficulty in exporting 
agricultural goods but rather that our surpluses will be insufficient 
to meet the demand.” 


I am quite aware of the objections to most of these arguments 
which can be put forward. Reasoning along these lines perhaps does 
not take the rate of technical progress sufficiently. into account. It 
may well be that during the next 30 or 40 years new processes will 
be invented which will allow food production to be increased on such 
a scale that. the fears I am expressing today will appear ridiculous. 
I am fully aware of this possibility. It is, nonetheless, only a possibility; 
and in such a vital sphere as food production I refuse to stake the 
future of mankind on such risky assumptions. 
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In conclusion, I suggest that the agrarian reforms which are under 
consideration in all the Western countries today should not be framed 
solely on the basis of existing solvent demand; they should also make 
allowances for this potential demand which will shortly become 
effective demand. Admittedly, such a policy will for the time being 
increase the stocks of unsaleable surpluses. But this will only be a 
passing phase; and, as Mr. Dantwala has pointed out, these surpluses 
can be put to valuable use. 


Statement by Mr. Franklin M. FISHER (United States) ! 


INTRODUCTION 


In his paper, Professor Dantwala has presented us with a useful 
review of the world hunger situation and of the problems which arise 
in the struggle to alleviate it. In this paper, I shall discuss what appear 
to me to be certain important but somewhat neglected aspects of one 
of those problems, the use of food surpluses from developed economies 
to feed the under- and malnourished in the underdeveloped areas. As 
I have given my views at some length on the problem of intercountry 
transfers of surpluses and the disturbance of normal export markets 
elsewhere 2, I shall concentrate here on the problems raised for the 
domestic agriculture of underdeveloped countries by the use of foreign 
food surpluses. 


The issues raised are twofold: (1) how large and serious a dis- 
couragement to domestic agriculture is the importation of foreign 
food surpluses? (2) what are the costs of overcoming that discourege- 
ment? Clearly, the problem is only a serious one if the discouragement 
is large and the costs of overcoming it substantial; however, discussion 
of ways of overcoming it may be in order even if some of them cost 
relatively little, since it may be of some importance to find the cheapest 
means. . 


Since I have no claim to empirical expertise in these matters, my 
remarks will be almost entirely of a theoretical character; I shall have 
something to say, however, about the direction that empirical work 
ought to take. It is hoped that a rigorous statement of what is 
involved will prove useful in such empirical work, although it is clearly 
not a substitute for detailled investigation. 


1 Massachusetts Institute of Technology. This paper was written while I was 
a National Science Foundation Postdoctoral Fellow at the Econometric Institute of 
the Netherlands School of Economics and was prepared for delivery at the Sixth Congress 
of Collective Economy, Rome, April 1963. I am indebted to Mare Nerlove for discussion 
thereof but take sole responsibility for any errors. 

2 PM FISHER: “A Proposal for the Distribution Abroad of the United States Food 
Surplus”, in Review of Economics and Statistics, XLIV, 1962, pp. 52-57. 
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I shall concentrate entirely on the price effects of the surplus dis- 
posal program and the price elasticities of agricultural supply and 
demand in underdeveloped countries, a subject on which there has been 
almost no quantitative empirical analysis, although there have been 
several qualitative discussions. The results obtained suggest that such 
price effects can be of great importance for policy evaluation, so that 
such quantitative investigation seems clearly called for, if only to 
establish that such effects are quantitatively small. 


2. THE SIZE OF THE EFFECT 


2.1. Theoretical Analysis — Open Sale 


In his well-known paper on the value of United States farm sur- 
pluses to underdeveloped countries, T.W. Schultz gives an example of 
the possible effects on farm prices of the receipt of surplus commo- 
dities 3. Briefly, the example is implicity based on the proposition that 
the effect of a one percent increase in food supplies on price is 
measured by the reciprocal of the price elasticity of demand. It is of 
some importance to realize, however, that in the present context this 
will overstate the price effect unless the supply curve of domestic 
production is perfectly inelastic (a case denied by Schultz and to the 
discussion. of which we shall return). To see this, one need only 
observe that if a given amount of surplus food is imported and sold 
on the open domestic market and prices fall, the corresponding out- 
back in domestic production (if it exists) will reduce fofa/ supplies 
available for consumption below the level of the total of pre-surplus 
supplies and the amount of the imported surplus. Prices will not there- 
fore fall so far as suggested by Schultz’s example. ) 

This may be illustrated diagrammatically. In Figure 1, DD’ is the 
demand and SS’ the domestic supply curve (plus fixed other imports, if 
any). Before the importation of surpluses, quantity is OQ, and price 
is OP,. The effect of the importation of a certain amount, say I, of 
surplus which is then thrown on the market is the sifting of SS’ to the 
right by an amount equal to I. Clearly, total quantity is then OQ. 
and price OP,, with domestic production falling to OS». Schultz’s 
example, however, implies that quantity will be OQ and price OP:, 
which overstates the price effect unless SS’ is vertical. 

What then is the precise magnitude of the price effect involved? 
To derive this, let the demand curve for food be: 


(2.1) | D=F (P), 


3 T. w. SCHULTZ: “Value of U.S. Farm Surpluses to Underdeveloped Countries”, 
in Journal of Farm Economics, XLIT, 1960, p. 1028; the exarnple is quoted and discussed. 
by Dantwala (Annals, No. 1/1963, pp. 86-89). 
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The Price Effects of the Surplus 
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where D is quantity demanded and P is price; let the domestic supply 
curve be: | 


(2.2) S = G (P), 


where S is quantity of domestic supply. # Let the amount of imported 
surplus be I. Then the market clearing condition is given by: 


(2.3) G(P) + I = F (P). 
Differentiating with respect to I and solving for dP/dl, we obtain: 


dP I 
(2.4) uit 
di F(P)—G'(P) 


To put this result in readily interpretable terms, express I as a fraction 
of total existing supplies, S, and consider percentage change in price. 
Let E be the absolute value of the percentage change in price induced 
by the importation of surpluses amounting to one percent of existing - 
supplies, then; 





I 
(2.5) E = | (dP/dl) | (S/P) = — 
no T Ng 


where np and ng are the price elasticities of demand and supply, . 
respectively (measuring the demand elasticity as positive). The magni- - 
tude of the price effect, therefore, is given as one over the sum of 
domestic demand and supply price elasticities and not merely as one 
over the demand elasticity alone. 


Similarly, we have for the effects of surpluses on domestic supply: 


dS (dS) (4P) G'(P) 
29 i ae) @) FP-CP) 


or, letting K be the absolute value of the percentage change in domestic 
supply induced by a surplus of one percent of existing supplies: 


(2.7) K = | (dS/dl) | (S/S = | (4S/di) | CE 
| (S/P) ag trp 





Thus the percentage effect on domestic supply is given by the price 
elasticity of the domestic supply curve divided by the sum of domestic , 


4 As before, a given amount of pre-existing imports can be included in this; as in 
Schultz’s example, we are assuming that other things remain equal. ` 
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L opiy and demand price elasticities. (Schultz’s example would imply 
‘that the result is the ratio of supply to demand elasticities — clearly 
greater that the true figure unless supply elasticity is zero.) 


The point of this analysis is not to criticize Professor Schultz on 
a point not particularly important to his powerful argument. It is 
rather to provide a correct statement of the theoretical expression for 
the magnitudes of the effects of surplus on price and on domestic 
supply, so that such expression may serve as a basis for assessing the 
seriousness of such effects and the costs of overcoming them, both in 
a priori dicussion and in quantitative investigation. 


2.2. Theoretical Analysis — Gratis Distribution 


Before turning to the consequences of the preceding analysis, it 
should be observed that the derived expression (2.7) may overstate 
the effects of the imported surplus, depending on the policy of the 
recipient government. All of the foregoing implicitly assumed that the 
imported surplus was sold in competition with domestic and other 
pre-existing supplies; however, it is-possible that recipient governments 
may choose to distribute the imported surplus gratis to the poorer 
segments of their populations. Surprising as it may sound, it is in 
fact the case that such a policy will generally be less harmful to 
domestic agriculture than the policy of sale so far considered provided 
that arbitrage by the recipients can be prevented. 


To see this, let P° be the price that results when the surplus is 
sold — the price at which (2.3) is satisfied. The total demand at that 
price is F(P°). Now, suppose that the surplus is distributed gratis and 
consider what happens when domestic supplies are offered for sale. 
Clearly, at P°, no individual will now buy less than the difference 
between what he would have bought previously and his share of the 
surplus, for each individual’s total demand will not be decreased by 
lowering the price on some units to zero. Further, in general, some 
individuals will be willing to buy more than this. It follows, summing 
over all individuals, that total demand in the new situation will be 
greater than F(P°)—I, but, since P° was the original market-clearing 
price, this will be greater than G(P°) so that the new market-clearing 
price will lie above P°. It follows that the negative effect on domestic 
agriculture will be smaller than if the surplus is simply sold. 


Note that since the same proposition holds on the international 
level, we have just shown that if arbitrage is prevented (which is by 
no means as difficult of accomplishment on this level as on the domestic 
one), free gifts of surplus food or sales at specially low prices to 
underdeveloped countries are less damaging to normal export markets 
than simple dumping of the surpluses-on the world market would be. 
This is the case whether or not such surplus transfers are accompanied 
by agreements concerning the maintenance of normal food imports. 


15 
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Returning to the domestic problem, it is of course the case th: 
a policy of gratis distribution has its drawbacks. If the surplus ? 
not sold, the receipts from its sale are not available as funds eithe_ 
for economic development in general or for offsetting the effects oi 
domestic agriculture, as discussed in Section 3. On the other hand 
such a policy, if carefully handled, can result in cheaper food thar, 
does the policy of open sale, for just those elements of the population 
which require it most. At the same time it reduces the negative effect 
on domestic agriculture. Since the relief of hunger must certainly be-— 
an important objective, gratis distribution (or, at least, restricted sale 
at specially low prices) may be desirable, although the difficulty of 
preventing arbitrage may make such policies impractical at the domestic 
level. 


Having pointed out this possibility, we shall now cease to consider 
it for the remainder of the paper since the prevention of arbitrage at 
the domestic level is far harder than in international trade. We shall 
thus return to the assumption that imported surpluses are sold on the 
open domestic market, bearing in mind that the effect measured by 
(2.7) may, in fact, be larger than the effect under such alternative 
policies as we have just discussed. 


2.3. Some Consequences 


Obviously, the price elasticities of both supply and demand crucially 
determine the size of the effects measured by (2.5) and (2.7). I shall 
argue below that it is of obvious importance to attempt to measure 
such elasticities quantitatively rather than rest content with a priori 
argument or qualitative empiricai observations. In the absence of 
such measurements, however, some further a priori discussion may not 
be out of place. 


Most of the discussion of these matters to date seems to have 
centered on the likely size of the price elasticity of domestic supply — 
on the question of whether farmers in underdeveloped areas are at all 
sensitive to price incentives or disincentives. Thus Schultz® argues 
that it has become all too convenient to assume away such effects and 
that price elasticity of supply is likely to be greater than zero, while 
Olson and Khatkhate € take the opposite view, arguing that in under- 
developed countries there may be few alternative uses for the land and 
labor resources employed in agricultural production, and that the 
supply curve may even be downward sloping because of effects on 


5 T.W. SCHULTZ, op. cif., pp. 1028-1028. 

6 R.O. OLSON: “Impact and Implications of Foreign Surplus Disposal on Under- 
developed Economies”, in Journal of Farm Economics, XLII, 1960, pp. 1043-1044, and 
D.R. KHATKHATE: “Some Notes on the Real Effects of Foreign Surplus Disposal in 
Underdeveloped Economies”, in Quarterly Journal of Economics, LX XVI, 1962, pp. 187-192, 
respectively. 
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small farmers’ own consumption. Professor Dantwala, on the other 
hand, argues that the question is not of great importance, stating 7: 


“What makes Professor Schultz’s contention irrelevant is not the 
insensitivity of the farmer in recipient country [sic] to price changes, 
but the prevalent situation — in India, for example — of inflationary 
pressure on agricultural — particularly food — prices resulting from 
deficit financing and economic development, in need of a counter- 
vailing force of additional imported supplies to keep the prices at 
a reasonable level.” 


Let us discuss this last argument first. It suggests that the prin- 
cipal contribution of imported surpluses is the provision of food at 
reasonable prices in the face of an otherwise highly inflationary 
situation. This may indeed be so. However, while there may be no 
pronounced negative effect on domestic agriculture (because of the 
existing upward pressure on farm prices), if farmers are at all sensi- 
tive to prices, then agriculture will not expand to the extent that it 
would have done in the absence of the imported surplus. The signal 
from the price mechanism that more resources are needed in domestic 
agriculture will not get through because of the effects of the surplus. 
If it is more than a pious hope that the existing surplus situation is 
temporary, one is forced to consider the time when surplus disposal 
ends. At that time, food prices in such countries may well become 
substantially higher than would have been the case had prices in the 
short run not been held down by imported surpluses. Low food prices 
now may be gained at the expense of high prices later on, and, while 
this may not be undesirable, it should surely not be undertaken in- 
cautiously. 


Moreover, the extent to which food prices will be held down even 
in the short run by imported surpluses is not independent of the price 
responses of farmers. It is clear from the previous analysis that the 
effect of surpluses on price may be partly offset — see (2.5) — by such 
responses. If domestic supply is not perfectly price inelastic then 
there will be such offsetting effects, and the effect of surpluses on 
price will clearly be smaller the greater is the price elasticity of the 
domestic supply curve. It follows that even if one is prepared to dis- 
regard the effects of surpluses on domestic agriculture as such and is 
primarily concerned with prices — even if that concern is only for prices 
in the near future—-the issue of the sensitivity of farmers to price 
incentives is an important one. 

is the price elasticity of domestic supply likely to be non-negligible, 
then? This is clearly a question which can only be answered by 
quantitative investigation and there is room here for a great deal of 
econometric work. I have little to add to the argument as to what that 


7 Annals, No. 1, 1963, p. 87. 
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work would show if only it were done. I should like to point out, how- 
ever, that whatever weight is given to the Olson argument that 
resources employed in agriculture are likely not to have alternative uses, 
that weight must clearly become less and less over time as the 
countries in question develop and the demand for labor in other areas 
expands. Similarly, the Khatkhate argument as to the consumption of 
small farmers also becomes less relevant as countries develop. There 
does not seem to me to be sufficient evidence to allow us to conclude 
that price effects on supply will be of no importance or negative during 
the foreseeable future during the surplus disposal period. Furthermore, 
the argument concerning the difficulty of shifting recources out of 
agriculture loses much of its relevance when one considers the neces- 
sary expansion of domestic agriculture discussed above.® In balance, 
then, I must agree with Schultz that the issue of the price sensitivity 
of farmers is an important one which merits a good deal more careful 
(and quantitative) study than it appears to have received, athough such 
study will not be easy. 


Whatever one thinks about the price elasticity of supply, however, 
the preceding theoretical analysis clearly points out the importance 
of the price elasticity of demand —a rather neglected parameter in 
those discussions. The price elasticity of demand figures importantly 
in the expressions for both the effect-of the surplus on price (2.5) and 
the effect on domestic supply (2.7). Moreover, the analysis of the 
cost of neutralizing the effect of the surplus on domestic agriculture, 
to be given below, also points up the importance of the price elasticity 
of demand. There appears to be surprisingly little quantitative work 
on the estimation of the effects of price on demand, however, although 
there are several studies of income effects taken alone.® We are thus 
once again reduced to a priori argument. 


‘I find it hard to believe that the demand for food in food deficit 
countries can be price inelastic, especially when one considers the large 
income effect which is likely to occur when food prices fall. The 
existence of a large demand for food which is not satisfied because 
prices are high seems to me to be a likely characteristic of food deficit 
countries. If this is so, then the effects of the surplus on price and on 
domestic supply will be less serious than would otherwise be the case. 


Moreover, if demand is price elastic, the costs of overcoming the 
effects on domestic supply will also be relatively low. To an analysis 
of these we now turn, on the assumption that there are indeed negative 
effects which it is desirable to offset. 


8 See also the evidence discussed by Dantwala (Annals, No. 1, 1963, pp. 88-89). 
9 For example, the FAO study cited by Dantwala Ud., p.- 83). 


URI AND DANTWALA’S REPORTS | 345 


3. THE EXPENDITURE NECESSARY TO OFFSET THE EFFECT 


3.1. The Comparison to Be Made 


A country receiving aid in the form of food surplus from abroad 
can utilize the funds received from the sale of the surplus to the 
consuming public in various ways. On the one hand, such funds can be 
used for economic development in general; on the other, such funds 
may plausibly be used directly fo offset the effects on domestic agri- 
culture discussed in the preceding section. In either case, the use of 
the funds will in turn affect domestic agriculture, as even if general 
non-agricultural development projects are undertaken, there will be an 
income effect on the demand for food.1° It is thus clearly of interest 
to derive an expression for the effects of such expenditure programs 
en domestic agriculture and to ask how large such expenditures must 
be to overcome the effects of the surplus already discussed. It is 
natural to ask whether, given the way in which the receipts from 
surplus sale are spent, the effects of the surplus on domestic agri- 
culture can be offset without the use of more funds than those 
generated by the sale of the surplus itself. 


3.2. Theoretical Analysis 


Let the amount of expenditure on a particular program be given 
by X.11 If the program in question is directly related ot domestic 
agriculture, such expenditure will affect the domestic supply curve; 
we thus rewrite (2.2) as: 


(3.1) S = H (P, X), H (P, O) = G (P), 


it being understood that if there are no direct effects of the program on 
domestic supply, Hə(P, X) (the partial derivative of H(P, X) with 
respect to X) is identically zero. 


Whether or not the program is directed at agriculture, however, 
the expenditure of the surplus receipts will generally have effects on 
income and hence indirectly on the demand for food. We thus rewrite 
the demand curve (2.1) as: | 


(3.2) D = 0(P, X), @ (P, O) = F (P). 


10 I am indebted to P.N. Rosenstein-Rodan for pointing out the necessity of 
altering an earlier analysis to include such demand effects. . 


11 Of course, X represents the expenditure additional to that which would be 
undertaken in the absence of surplus receipts. 
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It is important to note that (3.1) cannot be taken as giving the 
effects of the program on domestic supply; it gives only the direct 
effects. The full effects include those by way of demand and the 
indirect effects on price which result from (3.1) and (3.2). Accordingly, 
we rewrite the market-clearing equation (2.3) as: 


(3.3) H(P,X)+1=0(P, X). 
Differentiating totally with respect to X, we have; 


(3.4) Hi (P, X) (8P/8X) + Ha (P, nD 9, (P, X) Ben + e (P, X) 


so that 


©» (P, X) — Ha (P, X) 


(3.5) SP /8X Oe ee en re i 
H, (P, X) — 9, (P, X) 


which gives the marginal effect of expenditure in the given program 
on price. Using this result, the marginal net effect on domestic supply 
is given by: 


(3.6) -  3S/6X = H; P, X) (9P/8X) + He (P, X) 
_ HP, X) 6, (P, X)— © (P, X) He (P, X) | 


H; (P, X) — ©, (P, X) 


To a linear approximation 12, the effects of the given program on 
domestic supply will be given by this multiplied by the amount of 
expenditure involved.: Note that such effects depend on both the direct 
effects of the program on supply (if any) and demand’ and the effects 
of price on the same two variables. 


We may now combine (2.6) and (3.6) to derive the marginal increase 
in expenditure required to just offset the effects of a marginal increase 
in the surplus. Altering the notation of (2. 6) to conform with that of 
the present section, we have: 


12 Here and later, the use of such approximations involves the assumption that 
the effect of the expenditure under discussion is to shift the positions of the supply 
and demand curves without more than negligibly altering their slopes. If the 
programs are large, this may not be a good assumption and would have to he abandoned 
in actual policy evaluation except as a first approximation. 
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(35/81) 
(85/8X) 


(3.7) dX/di = — 
— H, (P, X) 
H, (P, X) —®, (P, X) 
Hi (P, X) 


H; (P, X) 6, (P, X) — ©, (P, X) He P, X) 


All these results will be easier to interpret if rewritten in terms of 
elasticities. For this purpose, let us agree to measure X as a percent 
of existing income. Denoting such income by Y, the income elasticity 
of demand, say ep will be given by 8(P, X)(Y/D) and we may defiine 
a corresponding “expenditure elasticity of supply” — the percentage 
change in supply induced by an expenditure in the given program of 
one percent of existing income—as eg = Ho(P, X)(Y/S). The per- 
centage change in price induced by a program expenditure of one 
percent of existing income can be shown from (3.5) to be: 


en — Aë 
(3.8) (8P/8X) (Y/P) = 
Ang + Np 


where 4 = (S/D) = (S/S+1) and is thus a little less than unity. 


Similarly, the percentage increase in domestic supply induced by a 
program expenditure of one percent of income is given by: 


D Ng Cp + Np Ce 

(3.9) (8S/8X) (Y/S) = à [ETES | 

Finally, agreeing as in the preceding section to measure the surplus 

as a percentage of pre-existing domestic supply, the percentage of 

income which will have to be expended in the given program in order 

to just offset an increase in imported surplus of one percent of pre- 
existing domestic supply is given by: 


An 
(3.10) (dX/d1) (S/Y) = ca 
Eps + Np eg 
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At the point where the surplus is zero, note that À = 1. Further, if : 
there are no direct effects of the given program on domestic supply, © 
then eg =0 and all the above expressions reduce to rather simpler 
ones; in particular, (3.10) becomes essentially the reciprocal of the 
income elasticity of demand. 


To a first approximation, we may use (3.10) to derive the total 
expenditure in the given program required to just offset the full effects 
of the surplus. To do this, let S° be presurplus domestic supply; then 
multiplying the right-hand side of (3.10) by (I/S°) gives the required 
expenditure as a fraction of income; multiplication by Y then gives the 
desired result. Let C be the required expenditure; since 4 is approxi- 
mately 1, our approximate result is: 


== 9 lu 
(3.11) | C us ) M) ai |. 

As already remarked, it seems. natural to compare this with receipts 
from the surplus. to determine whether the effects of the surplus can 
be offset with no additional expenditure from other sources, given the 
development program. Denote those receipts by R = PI; then: 


(3.12) C/R = (Y/PS°) as Cal 


Note that the first factor is the reciprocal of the fraction of income 
accounted for by sales of domestic agricultural products after the 
effects of both the surplus and the program. (It is easy to use (2.5) to 
alter this to an expression involving presurplus and preprogram sales. 1% 


Having obtained expressions for the effects in question, it 
will be of interest to observe that in general there always exists a 


13 Thus it follows from (2.5) that if Po is the presurplus and preprogram price: 


I. I 
(A) p= pol ,—— ssi 
a Wn + Ng 


so that 
I | On ng + Np és 





(B) C/R = 








ng + p/_ 
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policy of surplus receipt expenditure for which the ratio of C to R is 
highly likely to be less than unity. This will also serve as an illustrative 
example in our analysis. The policy in question is that of direct subsidy 
to domestic producers in payments per unit or output. It is reasonable 
to suppose that the effect of the subsidy per unit of output will be no 
different from the effects of price.14 Thus, in case: 


(3.13) H (P, X) = G (P + X/S), 
so that 
(3.14 SE = Ha (P, X) 
S 
and 
(3.15) es = Ns (Y/PS). 


Noting that if the effects of the surplus are to be just offset, the 
subsidy will have to be paid on an output of S° and observing that the 
income elasticity of demand, ep, will generally be positive, we have: 


E | 
(3.16) C/R = (Y/PS°) rs) < I/np. 


in this case. It follows that for this policy, the surplus can be offset 
with no external funds if demand is elastic or (since income elasticity 
of demand is likely to be substantial) even if demand is somewhat 
inelastic. As argued above, this is a quite reasonable circumstance to 
expect to encounter, although there is practically no quantitative work 
thereon. 15 


14 There is a minor issue here as to whether this will be the case if the subsidy 
is paid per unit of production rather than per unit brought to market. I am assuming 
that farmers value their own consumption at market prices and that farmers’ own 
consumption can and should be treated as an addition to demand rather than as a 
subtraction from supply. Alternative cases can, of course, also be analyzed. 

An equivalent policy to the one under discussion is that in which the government 
estimates supply and demand curves and acts as monopsonist and monopolist of 
foodstuffs, buying from farmers at the pre-surplus market-clearing price and selling 
to consumers at the resulting post-surplus market-clearing price. A policy along these 
general lines is evidently followed by Japan (see United Nations and Food and Agriculture 
Organization, A Note on the Utilization of Agricultural Surpluses for Economic Deve- 
lopment in Japan, UN and FAO Doc. E/CN.11/L.60, Bangkok, 1958, discussed by Dant- 
wala, Annals, No. 1, 1963, p. 88) and I have proposed it in an international context 
with a rather more complicated institutional framework (see FISHER, op. cit.). 


15 I am indebted to Thomas J. Rothenberg for discussion of the above proof. 
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4. CONCLUDING REMARKS 


4.1. Relation to the International Problem 


While this analysis has been concerned with the problem raised for 
domestic agriculture within underdeveloped countries by the surplus 
disposal program, a short digression may be in order on two ways in 
which our discussion relates to the similar problem of the effects on 
normal export markets of international surplus transfers. 


The first of these has already been discussed but perhaps bears 
reiteration. We have shown that the effects on such export markets 
of free gifts of surplus food to underdeveloped countries will be less 
(if arbitrage is prohibited) than the effects of open sale of the surplus 
on world markets. This is the case even if no agreement is involved 
as to the maintenance of normal imports of food. Surplus disposal by 
free gift (or sale on special concessionary terms) may indeed have the 
effects of a form of dumping; those effects are less, however, than 
simply dumping the same quantity of foodstuffs on the world market. 16 


Second, the analysis of the last section is somewhat similar to 
that which led to my rather unrealistic international proposal in [2]. 
In both cases, receipts from the sale of the surplus to recipient countries 
were to be used in some way to compensate other suppliers for the 
consequent fall in price, and in both cases, the crucial question was 
whether the price elasticity of demand for food in underdeveloped 
countries was greater than unity (approximately). It may thus appear 
that I am suggesting that the receipts of the surplus be used twice — 
once at the international level and once at the domestic one. This is 
not the case, however, since the analysis of this paper has lumped 
normal imports into the supply function. Clearly, if demand is any- 
where near price elastic, enough funds will be generated by the sale 
of the surplus to compensate all normal suppliers of whatever 
nationality for the consequent fall in price, although such a policy is 
clearly easier to implement at the domestic level, where it is also the 
case that more efficient policies may be available to stimulate agri- 
culture, 


4.2. The Need for Econometric Studies 


This paper has suggested two measures of the effects of the surplus 
program on the domestic agriculture of underdeveloped countries. The 
first of these (2.7) is a measure of the size of the effect itself; the 
second (3.12) is a comparison of the expenditure required to offset 


16 Receipts are then not available (or less avallabio) for use in offsetting policies, 
however. 
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those effects by some given policy and the receipts from the sale of 
the surplus. The measure of the size of the effects involves both the 
price elasticity of supply and that of demand, while the measure of 
required offsetting expenditure involves both price and income elasti- 
cities as well as the share of domestic agriculture in total income. We 
have shown, however, that there exists a policy under which a non- 
trivial upper limit to the required expenditure is given by the reciprocal 
of the price elasticity of demand, which parameter also enters crucially 
at the international level of the problem, as just discussed. 


It thus seems to be of some importance to have quantitative 
estimates of price elasticities of both supply and demand as well as 
of income effects. As mentioned above, there has been a good deal of 
qualitative discussion of the likely magnitude of the price elasticity of 
domestic supply and practically none of the price elasticity of demand. 
I think such qualitative discussions are useful, but it also seems to 
me that they have taken us about as far as they can and that the time 
has clearly come to apply the techniques of modern econometric 
analysis to the measurement of these crucial parameters. The question 
of the sign and size of the price response of farmers is a quantitative 
one and ought to be treated as such, although I do not pretend that 
such treatment will be easy. Even if that response turns out to be 
negligible or negative, it will be something gained to have settled the 
question and to know in what countries this is the case. Finally, even 
if domestic supply is not positively price responsive, estimates of the 
price elasticity of demand ought to be undertaken because of the 
importance of that parameter for treatment of the international problem. 
A fortiori, if supply responses turn out to be non-negligible, estimates 
of the price elasticity of food demand can play a crucial role in policy 
determination at the domestic level as well by revealing whether 
offsetting policies are likely to require funds generated from outside 
the surplus program itself. 


Statement by Mr. Andreas VUKOVICH (Austria) 


I think Professor Dantwala was quite right when he said that the 
direct delivery of food to under-developed areas is not always the 
best method of disposing of surplus foodstuffs. I believe that emer- 
gency aid is valuable, as is aid to developing countries in the early 
stages; but in the long term the distribution of surplus foodstuffs in 
this way will not put an end to hunger throughout the world. The very 
size of the under-developed regions and of their populations makes 
it obvious that another solution must be found — and, in fact, in their 
time the developed countries found a similar solution. It would be 
useless — or even worse than useless--to take steps designed to ` 
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prolong the status quo in underdeveloped countries. The populations ' 
must be given an incentive to produce more goods, better goods, and 
goods at reasonable prices. Obviously the best way of achieving this. 
is to make the populations — and particularly the rural populations — 
of these countries realise that the only help which in the long run 
will be any use to them is self-help. Aid can obviously be given from 
government to government; sometimes this is the only channel through 
which it can be passed. However, I am concerned here not with what 
is at present possible but with what should be done. I think there 
is a better way of providing aid than simply giving the food to the 
government, namely distributing it through popular self-help organisa- 
tions. I have in mind co-operative organisations and particularly 
agricultural co-operatives. I have stated elsewhere that throughout 
Europe and in all the developed countries agriculture owes its advanced 
state to a very considerable extent to agricultural co-operatives. From 
here it is but a step to the inference that the. development of agriculture 
in under-developed countries could be promoted by the fostering of 
agricultural co-operatives. These will not develop of themselves; this 
is clear from the fact that, in spite of the existence of modern com- 
munication and transport systems, there is little incentive for agri- 
cultural co-operatives to develop. We should above all concentrate 
our aid on the provision of information — and facilities for obtaining 
information — on measures which the developed countries have success- 
fully applied and ways and means of adapting these methods to 
economic conditions in the under-developed countries. Thus. initiative 
in the latter countries would be fostered. 


I brought this matter up because Professor Dantwala only referred 
to it indirectly at the end of his report; in my opinion the best approach 
to the problem is that of giving the populations in the countries 
concerned an incentive to bestir themselves and above all to co-operate 
to eliminate poverty and hunger from among themselves. And | think 
that the best way in which we can do that is consciously to promote. 
the development of agricultural co-operatives in these countries. 


Statement by Mr. Ljubisa ADAMOVICH (Yugoslavia ) 


One could approve almost all the basic attitudes taken by Professor 
M.L. Dantwala in his well elaborated and documented paper. 

Regarding his illustration of the world situation concerning the 
problems of undernourishment and hunger one could Dë add any- 
thing else. ` 

Nevertheless, I take this opportunity of elaborating shortly on some 
of the basic principles and problems mentioned in the paper. 
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The very fact that for the last two years the topic of this paper 
has been in the limelight of several international conferences, having 
been discussed by various groups in political, economic and other 
professional circles, shows a great change in the field of international 
understanding. And, understanding is the conditio sine qua non tor 
any kind of co-operation and collaboration. 


We could safely say that the problems of hunger the world over 
are not new ones. What is new is the feeling of responsibility to do 
something about it at national and even at international levels. This 
is a serious and promising sign of progress. 


One of the essential issues in the debate on fighting hunger in the 
world is concentrated today along a line which is either combating 
hunger through the process of economic development, or making 
endeavours to stimulate the process of economic development beginning 
with the improvement of the level of nutrition of the population. This 
debate, like many others is getting more and more similar to the hen- 
or-egg dilemma. 


As far as historical experience is concerned, particularly that of my 
country, it seems that the healthiest and soundest method of fighting 
hunger is to stimulate economic development. From this point of view 
I would like to call your attention to the fact that the latest trends 
in the development of the world economy have a negative effect upon 
those countries where the fight against hunger is hardest. 


Conditions on the world markets are not such as to stimulate the 
speedier economic development of the poor countries which, as foreign 


exchange earnings decrease, cannot promote their own economic deve- 
lopment. 


The latest UN report on social conditions in the world gives suffi- 
cient data about the worsening of those conditions characteristic of 
all the underdeveloped areas. Agricultural production per capita in 
Asia is declining or stagnating. Illiteracy is expanding instead of 
decreasing. Campaigns and actions like the “community development 
programs” are not receiving a warm reception by the peasantry as the 
enthused originators of the idea expected. It happens to be the hard 
truth that a starving man is not easily moved by the ideals of a better 
future without a seriously organized effort based on national and even 
international programmes coping with the problems which in essence 
are the result of a certain type of the world economic development. 
As such, they can only be solved through world co-operation. 


Simultaneously with the existing poverty, undernourishment and 
hunger in some parts of the world, there exist the problems of food 
surpluses in other regions. Therefore, a more justifiable redistribution 
of the world food supply could help to bridge the gap between starva- 
on and minimum supply of food in some regions of the world. From 
this point of view, one could say that all the possibilities for coping 
with this problem by using the existing stocks of food have not been 
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exploited. This is particularly important if the world community is 
to provide a system of food free of political or any other type of 
discrimination. In this area, however, there is no world-wide scheme. 
No matter what has been achieved to date in the area of food distribu- 
tion through various programs, the results could be greater if more 
multilateral instead of bilateral policies were involved. Formally, such 
a suggestion has been given by the FAO, but unfortunately, without 
any important results as yet. 


The slowing down of the speed of the economic growth which is 
taking place today in some of the developed parts of the world is 
loaded with new dangers for the less developed countries, Even in 
conditions of the decreasing rate of growth developed areas should 
not close their internal markets and thus make it harder for the less 
developed parts of the world to sell their products and to earn the 
foreign exchange which is so important for the process of economic 
development, and in most cases for the survival of their national eco- 
nomies. If the developed countries create more or less self-sufficient 
national economies, the result will be generalised restriction of imports 
and other forms of trade control; discriminatory steps, often based on 
purely political reasons, do not allow the less developed countries to 
adjust themselves to the constantly changing conditions in the world 
economy. 


It is necessary to provide wider opportunities for more active 
participation of the less developed countries in the international division 
of labor. From this aspect of view I would like to remind the members 
of the ICRICE of the activity of the Cairo Economic Conference of the 
Developing Countries (July 1962) whose basic goal has been to find 
better opportunities and ways and means for stimulating the process 
of integration of the developing countries and the international division 
of labor on the basis of the new constellation of forces in today’s 
world. 


In order to be able to plan on an international scale the fight 
against hunger, every effort should be made to stimulate economic 
expansion in all parts of the world. 


It is necessary however to leave the area of the general analysis 
of the problem which is fairly well known. What the world and parti- 
cularly the nations most exposed to the danger of undernourishment, 
starvation and hunger expect is a shift from the general debate toward 
concrete and preferably planned activities. Fortunately, it cannot be 
said that nothing has been done on that score until now. We are at 
present in the “Decade of development” initiated by the UN. FAO has 
promoted with great publicity its “Campaign against hunger”. But 
as yet we still are lacking concrete action. It is still very hard to 
see that behind the basic principles policies of particular governments 
are elaborated. And even when such action does exist, it is unfortun- 
ately quite frequently charged with political overtones. 
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Declarations of the FAO very often are documents with many 
suggestions about the potential role of food surpluses if used in a 
specific way, particularly for the economic development of less deve- 
loped countries. In this respect some agreements have been reached 
based on the principles which should govern the use of the food sur- 
pluses. A possibility of establishing world and regional food reserves 
has been discussed. These reserves would serve not only to fight hunger 
when it appears in particular regions, but also to help the programme 
of stabilization of the agricultural products on the world markets. 


I would like to take this opportunity to remind the Congress of the 
conclusions of the Cairo Conference. These conclusions give a 
general enough framework for a larger international action which is 
due to provide the best means of fighting the hunger in the world. 
The underdeveloped countries have voiced their attitude in favour of 
maximum use of their own effort and resources in order break away 
from their traditional secular backwardness. The essence of the con- 
clusions is upon a request for non-discrimination in the economic rela- 
tions among various nations and against formation of exclusive econo- 
mically integrated units which are applying a discriminatory practice in 
their relationships with the other countries (non-members). This discri- 
mination is not limited in the area of primary products. At the same 
time, some of the developing countries, particularly those which have 
made the greatest effort toward industrialisation, are appearing now 
as exporters of some manufactured products. Facing discrimination not 
only against primary but also against manufactured products, these 
countries hardly find any encouragement within the world economic 
community for further strengthening their efforts toward the economic 
development. On the other hand, those developing countries which at 
this stage are only in the area of planning of their development are 
facing a much more complex picture concerning their future. Existence 
of discrimination against primary and manufactured products from the 
developing countries means practically a front-line resistance against 
the incorporation of the developing countries in the process of the 
modern international division of labor. 


The World Economic Conference on trade and development which 
is in process of preparation offers another great opportunity to all 
governments, professional and other organizations interested in this 
area to coordinate their forces within the same line of activity. How 
well organized this effort will be and what kind of support it might 
get from various circles might influence very much the means and ways 
of solving some of the basic problems of the world economy, danger 
of hunger including. 


We in Yugoslavia are hoping that the World Economic Conference 
many be a turning point in the area of international ecomonic co- 
operation. We expect also that a common ground will be found for 
a conscious and planned action of humanity toward the improvements 
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in the economic development of the underdeveloped areas which would 
at the same time be the best contribution toward the eradication of the 
hunger from the world. We sincerely hope that a well organized and 
authoritative group like the ICRICE will make its contribution to the ` 
World Economic Conference and in that respect this Congress with 
its papers and. debate would mean an important step toward me 
great goal. 


Statement by Mr. Pierre URI (France) 


I have consulted the Standing Orders of the Congress and I observe. 
that the fact that two reports are presented at the same meeting does 
not prevent one of the reporters from putting questions to the other. 
My remarks now are, therefore, directed to Mr. Dantwala, and I hope 
that he will reply when he submits his own report. 


Having read Mr. Dantwala’s subtle analyses and the comments of 
an economic character submitted by Professor Fisher, I have had to 
consider all the questions one must ask and make all the calculations 
one must make, before putting forward suggestions in public on the 
manner of dealing with any particular problem. I am going to have 
to make public certain proposals relating to the provision of assistance 
in the form of foodstuffs to developing countries, and I very much hope 
that Professor Dantwala and Professor Fisher will bring all their 
wisdom and technical precision to bear on the consideration of the 
consequences — or rather the possible consequences — of implementing 
those proposals. 


In a word, my proposal is this: As the provision of foodstuffs al 
low prices or in the form of gifts causes major distortions in trading 
patterns, this method of providing assistance should be replaced by 
financial assistance; part of such financial aid should be compulsorily 
reserved for the purchase of foodstuffs, but the giver of the aid — 
herein lies the difference — would not decide what foodstuffs should 
be bought. In other words, financial assistance of this kind would be 
earmarked but untied. The arguments one can put forward in favour 
of such a proposal include two ideas which offer differenf means of 
achieving the same end: in the first place, the aid given would be more 
effective, while in the second ‘place it would create conditions under 
which trade in agricultural products would become freer and all the 
contradictions existing in national agricultural policies today — even 
in the developed countries — would be resolved. The system of direct - 
distribution of foodstuffs leads to the maintenance of all the rigidity 
of protectionist systems, for in practice production in each country tends 
to concentrate on particular items in accordance with the dictates of 
national price policies. The under-developed countries are offered sur- 
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pluses of these goods and have the choice between accepting them and 
getting nothing at all. The consequences of such a policy are extremely 
unfortunate. It closes markets even to developing countries which are 
in a position to export their own produce. In concrets terms — and 
bearing in mind the fact that cereals cannot be classified as primary 
or secondary — giving wheat to India, for example, prevents Burma 
from selling her rice. In this respect there is an obvious contradiction 
in development policy. One could quote many more examples of the 
same kind. I should like Professor Dantwala and Professor Fisher to 
make as critical an analysis as possible of the changes which such a 
scheme would give rise to not only in production patterns in the 
developing countries but also in international trade. To use Mr, 
Stassart’s terminology, the aim of such a scheme would be to convert 
physiological needs into solvent demand. 


Statement by Mr. Ch.-H. BARBIER (Switzerland) 


Please permit me to draw the attention of the Congress to the fact 
— of some importance to ICRICE — that our organisation is not the 
only one to take an interest in the problem of hunger in the world 
and also in the means by which it can be ended: technical assistance. 


In 1961, the International Chamber of Commerce devoted part of 
its Congress to an analysis of the problem “Private Enterprise and 
Economic Expansion in the Under-Developed Countries”. I should 
like to read you the conclusions drawn by the Secretary-General. He 
says: “It is a significant fact that the largest meeting ever assembled 
by the International Chamber of Commerce should have been convened 
to study the role of private enterprise for economic development. How 
to narrow the gap between the material welfare of the industrialised 
and the developing countries is one of the major problems of our era. 
From its solution depends the peaceful future of the world, and from 
ihe contribution private enterprise will make to it, the preservation of 
a form of civilisation in which we believe.” 


As you see, the International Chamber of Commerce speaks of a 
form of civilisation in which it believes, although this form does not 
exactly coincide with.that in which ICRICE, too, believes. 2,500 dele- 
gates from over fifty countries af various stages of economic develop- 
ment took part in the Congress of the International Chamber of Com- 
merce; also present were the representatives of the chief international 
organisations, the contacts with which the International Chamber of 
Commerce is building up constantly. These figures should not be 
belittled, for they show that the Congress responded to a real need. 


I should also like to point out that last October the “European 
Council of the International Committee of Scientific Organisation” met 
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in the FAO building in Rome and placed the same subject on its 
agenda; this body is capable of stirring up the whole big indusiry of 
Europe and of the United States. 


‚As members of ICRICE, we must therefore realise that powerful 
forces are at’ work to make their influence felt in the developing 
countries, and that they will probably exercise it in a rather different 
sense from ours. 


L should now like to pass on to a different question in connection 
with Professor Dantwala’s report. As Professor Uri has pointed out, 
Professor Dantwala has taken an economist’s view on his subject 
which he has handled with much finesse. His task was not to examine 
the problem of hunger in the world in its full context; he merely had 
to deal with a particular aspect: international planning to combat 
hunger. On this, he has given us very interesting, accurate information 
which was partly unknown to us. 


But after having read his report, I could not help wondering 
whether this is really primarily a problem for economists, and how 
economists can— not only analyse—but solve questions of such 
importance without the help of educators. 


Professor Dantwala has dealt extensively with the use of food 
surpluses. He has shown that the allocation of food surpluses to half- 
starved people is a dangerous weapon that can cut both ways; in 
this, he is supported by both FAO and the United Nations. Professor 
Dantwala has spoken to us about the UN General Assembly and 
about the declaration made by the Director-General of FAO who 
stated that the increasing use of food surpluses for food-deficient areas 
should be considered as a transitional measure. I think that FAO’s 
Director-General expressed himself rather carefully, in order not to 
discourage this action which corresponds to an immediate. need; for, 
if the food problem is to be solved, people must first of all survive. 
But I think that the sentence used should be interpreted as meaning 
that food surplus shipments should be considered as a purely transi- 
tional measure. 


On the other hand, I do not consider Professor Uri’s suggestion to 
constitute a real remedy, for I cannot see what difference it makes to 
introduce an additional monetary measure. I am convinced, on the 
contrary, that, once surplus payments are made in the form of money, 
they will not be re-converted into food. Currently, surpluses can be 
used by virtue of their very existence, but dollars do not constitute 
surplus. This was evidenced by the steps taken two weeks ago by 
the United States, tending to reduce their loans to the under-developed 
countries. The wording of FAQ’s recommendation therefore makes: it 
clear that everywhere—in the United States as well as in the spe- 
cialised agencies of the UN — it is realised that the “gift action” was 
a definite failure. As. one of the previous speakers has pointed out, 
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foreign dollar or food aid is no final solution for the peoples that 
suffer from hunger. 


The UN technical assistance is substantial and amounts to several 
million dollars. The member countries of the O.E.C.D. have contributed 
even more: eight billion dollars in 1960 alone. And yet, if the actual 
needs of the receiving countries are examined, eight billion dollars 
amount to very little. I have here a list of these countries, divided into 
groups according to national per capita income of less than $100, less 
than $200 and more than $200. In the case of India, the per capita 
assistance of the OECD. countries was $0.24 from 1953 to 1956 and 
$0.74 in 1958 and 1959. This is really nothing but a drop in the sea. 
It must therefore be repeated that hunger is not primarily a problem 
for economists, but an evil that afflicts half of mankind and of which 
all men should be constantly aware. 


I can see two means for tackling the problem more effectively: 
the first is co-operation, the second, planning. 


As we all know, co-operation is based on the idea of self-help. 
And the reason why the developing countries respond so strongly to 
co-operation is, precisely, because they are in search of solutions 
implying self-help. 

But the co-operative movement is also active. The International 
Co-operative Alliance has drawn up a programme for aiding developing 
countries. Professor Dantwala probably knows the permanent office 
established by that organisation in South-East Asia, and he is probably 
also aware of the fact that there is a permanent school for executive 
training in New Delhi. For executives are needed to make these 
countries autonomus. The first task is therefore the training of exe- 
cutives, particularly at an intermediary level. Moreover, co-operative 
movements affiliated to the I.C.A., such as the Swiss co-operatives, 
have also taken action. You may have heard of the aid granted to 
Dahomey by the Swiss Co-operative Union. If I had time to go into 
more detail, you would see that all technical assistance consists in 
education. Gifts are not enough; people must learn how to receive 
them and, more importantly, how to do without them. The real asset 
of these billions of appallingly poor people lies in their capacity of 
work which, in itself, constitutes the solution to the problem of 
hunger. One way of putting it into action has been found by FAO, 
in particular, which aims at increasing productivity through co- 
operation. 


The second point I want to make is that the possibilities for these 
countries become much greater once they adopt planning. I fully 
agree with all that has been said about the need for planning. 
But planning is very difficult for these countries, because the 
authorities are either inexperienced or they want to go too fast, 
forgetting that social development cannot be rushed. Planning is 
easy on paper, but a meeting, scheduled on paper for a specified time, 
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cannot be held if the participants are absent. This metaphor already 
shows some of the difficulties that face planning in the developing 
countries. On the other hand, in the past decade, and more particularly 
in the last few years, these countries have provided us with fascinating 
examples of planning at a government, regional and municipal level. 
Here lies an unequalled field of research for ICRICE and the Annals. 


All these facts should be investigated more closely and become 
better known. We must also learn not to remain observers in these 
countries, but to become advisers. It is time indeed for us to realise 
that, contrary to the adage, we may not always have strength enough 
to carry the burden of others. 


Statement by Professor P. N. ROSENSTEIN-RODAN (United States) 


Professor Dantwala rightly says that agricultural surplus product 
from developed countries can serve two different purposes: 


(1) To contribute the definitive solution of the problem of hunger, that 
is to cure the cause not the symptom, by raising the rate of invest- 
ment and thereby the rate of development. 


(2) The second purpose is to provide in an area anesthetic to cure 
symptoms by giving more food without thereby providing facilities 
to produce food later on. I wish the distinction were emphasised 
more strongly and the greater importance of the first purpose were 
firmly kept in mind. | 


The assumption about demand for food must be different in the first 
and in the second case. In the first more important development case 
the insertion of additional food together with additional capital makes 
it possible to have higher investment, higher employment, higher income 
and thereby also a higher demand for food. The assumption of a 
constant demand curve for food in out of place here. On the contrary 
the amount of surplus food used for development is determined by 
adjusting it precisely to the additional demand for food which will 
derive from additional investment. Under such circumstance additional 
supply of food will match an equivalent demnad; food prices will there- 
fore not be affected. It will be easy incidentally for Professor Fisher to 
adjust his statement. by shifting his demand curve showing additional 
demand for food originating from additional investment. 


It is of course necessary that the subsistence fund in the form of 
food provided for additional investment be supplemented by other 
forms of additional capital. Any useful development policy must treat 
surplus food as one part of capital. Looking at various development 
programs the Export-Committee of FAO, to which Professor Dantwala 
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alludes, found that between one sixth and one fifth of capital aid for 
development can consist of food while five sixths or four sixths of 
capital aid must be provided in other forms. May I add incidentally 
that we did not adjust our estimate to the available food surplus; more 
was available than could be used for development. 


In this development case food surpluses need not lower food prices. 
Development produces additional demand for food which is matched by 
additional supply. Without development this additional demand for 
food would not have arisen. The remarks of Professors Schultz and 
Dantwala do not belong to this case. They only refer to philanthropic 
and transitory action of giving food for consumption (not for develop- 
ment) or to those developmental cases in which the additional demand 
for food was improperly calculated, or where the organisation of the 
. additional food supply was improperly handled. That can be corrected. 


The second purpose of food to cure symptoms can be analysed 
according to Professor Fisher’s paper. On balance the effect of food 
surpluses has been beneficial and can become more so if it is properly 
handled within the framework of a coherent development plan. 


When this is done you will see that total demand of aid for under- 
developed countries amounted only to about 4.5 billion $. Moreover let 
me say friendly that a share of Europe in the action is shame- 
fully inadequate. Only two countries of the Western world are carrying 
a proper burden: U.S.A. and France. Others are below the moral norm 
for instance contribution. 


Let me add a few words about the total amount of aid made 
available to underdeveloped countries. Mr. Barbier quoted the OECD 
figures of 8 billion $ flowing to those countries. This refers to total 
capital inflow, both trade and aid. Aid properly speaking however only 
should refer to such measures which normal market mechanismus would 
not provide. It should therefore exclude shorter credits, exporters 
credits, etc., according to a principle of a progressing in contacts per 
head. 

As an American I feel both guilty and bitter about it. Let us hope 
that enlightened public opinion will force our governments to drop 
excuses or faulty economics and to do their moral duty. 


Mr. URI’S REPLY 


I hope you will allow me to leave out of account the chronological 
order of the interventions, and to try to regroup them in my reply 
according to a number of themes. 


One of the problems which was raised, on the one hand by Mr. 
März, on the other. by Mr. Hagnell, is the relationship between a 
planned economy, even for a body as large as the Community of the 
Six, and the rest of the world. It has been stressed that we ought to 
be concerned with maintaining and developing relations with deve- 
loping countries. If has been noted moreover that the proportion of the 
world population to be found in Europe is decreasing and that, as a 
consequence, an open type of planning is essential if we do not 
want to distort our economies to some extent. I should like to point 
cut on this question that without doubt the possibility of increasing 
aid to developing countries ought to be one of the constants and one 
of the directives of our planning. As far as it has got on the European 
level, | have shown that it was no more than the project which, at 
any rate, is fairly difficult to put into practice, but which forms the 
necessary basis for decisions to be taken and policital choices to be 
exercised; it is indispensable that we should plan for a surplus in the 
global balance of payments of the Community to allow for these 
capital movements and especially for giving aid without security. But 
as regards Mr. Hagneil’s point, I should like to tell him that in so far 
as we have excluded certain protectionist measures on the grounds 
that they are anti-economic, we have been obliged to accept an open 
type of planning which is able to confront objectives and realisations 
with the conditions of competition in the world. In the terms, it is by 
means of commiercial policy as a whole that one can ward off a type 
of planning technique which, fascinated by filling all the appropriate 
pigeonholes with precise figures, can forget the realities of productivity, 
of most efficient use of resources and of conditions of expansion. 


Another point that was raised, and here by Mr. Sellier, was how 
far it is possible to influence investment decisions by large production 
units. If I understood right, it is the question here of possible dis- 
equilibrium between what might be called excessive development in 
certain sectors and too rapid decline of other sectors. Perhaps the 
problem should be posed more precisely. What do we call excessive 
development, and what do we call too rapid decline? Must we cal- 
culate excessive development in certain sectors by its effects on other 
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sectors which are indirectly in competition with the developing sectors 
— the example of power is obvious — or can it be that this too general 
criterion would have only the effect of maintaining indefinitely existing 
structures, to the detriment of changes and transfers which are, indeed, 
one of the essential conditions of progress. In reality, inside one and 
the same sector, there are doubtless criteria and experience which can 
tell us what forms a too rapid development of investment: when there 
results overproduction and underemployed capacity. On the other 
hand, I think that the relationships between one sector and another, 
that are indirectly competitive, has to be resolved by another method, 
that is to say that which has been put into practice since the first 
European treaties were signed, and which now, we note with satis- 
faction, has been instituted in the United States: what is called on this 
side of the Atlantic “readaptation”, and in the United States “adjust- 
ment”. We have to take full account of the social cost of economic or 
technical progress; we have to take account, if you want another term, 
of costs of removal, in a form which facilitates adaptation, not by 
keeping production in the same locality, but by providing aid for more 
productive re-employment. Doubtless there are times when these trans- 
fers cannot be facilitated, and when, as a consequence, temporary and 
degressive measures of protection seem to be the only possible way 
open. However we must distinguish essentially between long term 
movements and fluctuation caused by the present economic situation; 
and, to a large extent, it is by attenuating temporary fluctuations that 
we can resolve the most serious problems, problems of timing. There 
is no great difficulty in reducing the labour force in an industry over 
a sufficiently large number of years; what really gives a jolt, is the 
sudden reduction of demand. In some industries, fluctuation due to 
economic circumstances can be extremely violent — we are all thinking 
especially of coal — and it is very much more these fluctuations that 
create an employment problem and a social problem, than the relative 
long term diminution of an industry’s proportional size. 


As we are talking about coal, let us pass on to the suggestions of 
Mr. Costarelli, who wants us, in essence, to form a community for 
Power. I can quite understand, only by looking at the present situation 
in Europe, the problem that has risen in his mind. In European 
construction — such as we have undertaken — we have unfortunately 
ended up by dividing power between three communities: one, the first 
one founded, the Coal and Steel Community; the second, is Euratom, 
dealing with nuclear energy; and then, there is the general sphere of 
action of the European Economic Community which looks after every- 
ihing which is not specifically within the jurisdiction of other Com- 
munities and which, as a consequence, is responsible for oil, natural 
gas and electricity. This is the price that we are paying temporarily 
for the dynamic process of European integration. We knew quite well, 
when we started off on the Schuman Plan that in rigorous economic 
terms, it was an absurd project. Its justification lay in its very 
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absurdity, that is to say, the way in which it forced European Govern- 
ments to go to great lengths ot overcome distortions and contradictions 
that were almost deliberately brought into being. We are obviously 
face to face with the problem which apparently has not been perfectly 
solved by the mere creation of the inter-executive concerned with 
power, in which three independent communities with, legally, equal 
status, try to coordinate their ideas and to iron out their differences. 
But is the solution really to be found in the creation of a community, 
which would group together the Coai and Steel Community and 
Euratom, but which would detach from the Common Market a sector 
that is considered to be privileged? I wonder for my part, if the 
solution is really to be sought in this direction, for if we succeed in 
this way in detaching Power from the functioning of the Common 
Market in general, we may perhaps find ourselves faced with a more 
durable problem than that which arises from a largely accidental 
historical process, and which might fade away in the future. 
Perhaps here is not the place to make proposals about the reform 
of European institutions; and I should just like to say, as far as | 
am concerned, that I think that the formula which is very ofen proposed 
of fusing European executives does not take sufficient account of 
reality, and of the difference of nature or vocation between the three 
communities that have successively been created. In reality the E.C.S.C. 
played a pioneering role. It allowed the establishment of certain 
common bases for development; besides. it was an experiment, limited 
at first, which would try out in practice some of the more concrete 
problems that could be raised by an integration process. But I can 
say without hesitation that when the general Common Market is 
established, E.C.S.C. will have no reason to stand apart. It will have 
accomplished its vocation by opening the way, but only in so far as 
it remains separated, when for all other products, the complete free 
exchange that it exercises itself in a limited sector, is brough into 
being. When this liberation has spread to the rest, then all we shall 
have to do is to add two or three articles to the Rome Treaty, to allow 
for certain specific actions in the large sectors of Power or of steel, 
where, aS we know, because of the structure of production, certain 
stabilising interventions can be necessary. On this point, the texts of 
the Rome Treaty are too vague; the truth is that it is not a matter 
for revision, but for precision. As far as Euratom is concerned, I ought 
to point out that in no country is the authority in charge of atomic 
energy inside the government, properly speaking. In other words, the 
technicians who are in charge of the development of atomic energy 
are not required to have at the same time opinions about financial 
policy or foreign policy as a whole. It is more a question of a technical 
agency, essential, but subordinated to political authority. My conclu- 
sion is that the fusion of executives is not really a valid formula for 
the idea of recasting, which will become effectively possible within a 
European Government, when new developments and a clearing away of 
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obstacles that confront us at the present time, and of which we are 
all conscious, will allow us to complete, on the essential places of 
finance, diplomacy and defence, the construction that we began hardly 
more than ten years ago. 


That leads us to accept the essential importance, stressed by Mr. 
Boneschi, of legal and even constitutional forms within which action 
bas to operate. There should be no opposition between jurists and 
economists, but co-operation, on condition that the role of the jurists 
should be to give form to ideas founded on clearly elaborated economic 
concepts, and not, like, for example, most of our tax legislation, to 
leave aside economic realities to build up strange theories, which make 
‘our tax systems, far from helping the economy to function, arrive often 
at results which are quite opposed to the AIRES that economic 
policy would advocate. 


Thus I come to the basic problems raised by Mr. Gazier. As I 
see it, he posed three principal problems: one, the interpretation of 
the Rome Treaty; second, how far the programme of the Common 
Market Commission gives a real start to European planning, that 
goes beyond the simple attempt at projection which is now being 
undertaken; and the third, is the distinction between purely technical 
aspects and the options of a plan which are properly political. 


On the meaning of the Rome Treaty, I want to say that the com- 
promise formula is distressing to me. I would prefer to talk of a 
synthesis. And I do not think, for my part, that there can be altern- 
atively, according to impulses changing from one moment to another, 
two opposite directions that we can take, the establishment of mere 
free exchange, the strictly negative measure of eliminating obstacles, 
and, on the other hand the- establishment of common policies. If the 
Rome Treaty had any meaning, it was that it proposed a new syn- 
thesis between freer exchange, which would finally be completely free, 
and the conditions without which, given realities of the economic 
world of. the 20th century, this freedom of exchange can neither be 
effectively maintained, nor be conducive to better economic effects. 
This is not the place to go through all of these points again, but we 
have in effect to establish the numerous conditions, without which it 
is not a priori true that the breaking down of customs barriers will 
lead by itself to a better-utilisation of resources. We should be careful 
of distortions, we should seek to avoid a system whose only effect 
would be to propagate deflation, we should seek to avoid a system 
which would increase the cumulative deviation between the rates oi 
development of different regions, we should be suspicious of a system 
which did not take full account of the social cost of economic trans- 
formation. It is the recognition of these essential conditions which 
is to be found in the Rome Treaty. There is no question of denying 
‘that the movement towards suppression of customs duties, and of 
quotas, has more momentum that the drawing up of common policies: 
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perhaps because the first is easier than the second. This is not to 
say that one necessarily leads to the other, and all our efforts ought 
to be turned towards fashioning, with sufficient imagination and 
realism, the effective instruments for bringing these conditions more 
permanently into being, — conditions without which the establishment 
of a Common Market by means of doing away with customs duties 
can only disappoint our hopes. 


Does this mean that the programme of the Commission effectively 
introduces planning, in the sense that Mr. Gazier understands it (or, 
at any rate, as I presume be understands it)? I must say for my part 
-— and I speak ‘very freely here-—that the proposals appear to me 
both timid in their content and perhaps a little provocative in their 
form. I noted in my report the paradox caused by speaking of “pro- 
gramming”, to avoid the word “plan”. It is true that the Commission 
sits in Brussels and that the Belgian Government has chosen this 
same term for the same reasons. 


There is an obvious paradox in substituting, to appedse liberal 
spirits, the word. “programming” which seems to imply detailed fore- 
casting, for the word “plan”, which can, given the diversity of the 
plans which have been drawn up in the most varied spheres (one even 
often calls, at the international level, by the name “plan”, a mere 
hadly thought out and sometimes confused idea), there is some paradox 
in appeasing liberals by using the word “programming”. If you look 
at what the Commission has in fact proposed, it seems, to me at least, 
that it is more like an economic budget that stretches over several 
years. Some countries have the custom of putting their public account 
into a national economic accounting system which may even forecast: 
it is in this case what is called “a national economic budget”. I note 
with great satisfaction. that the Brussels Commission has persuaded 
all member. countries to establish at the same date and in the same 
form an annual economic budget, so that certain confrontations are 
possible and certain rectifications can be made, It goes without saying 
that a current economic policy will be all the more efficient and all 
the more sensible if it attempst to take cognizance of tendencies. 
According to whether one thinks. there will be a more or less rapid 
growth over a Certain number of years, or whether recessive ‘influences 
can stretch over several months or even over a longer period, it goes 
without saying . that current economic policy can be induced to take 
more or less rapid and more or. less profound measures, This is 
essentially what is implied, it seems to me, in the Commission’s pro- 
posals. But as far as orientation of investments is concerned, very 
little has been done yet; the problem is without doubt delicate, since 
it is of vital concern to sectors of private industry. 


Doubtless the moment has come to go further and to extend to 
the European level, with increased efficiency, techniques which have 
already been proved in some of the countries joined together in the 
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Common Market, that is to say, co-operation between industry, trade 
unionists and government experts. Needless to say, I am wholly in 
agreement with Mr. Gazier when he says that the role of what he 
calls, for the nonce, technocrats, is merely to highlight in a precise 
way the consequences of such and such a choice. But, as I myself 
have wanted to stress forcefully, what is essentially characteristic of 
a plan is the political choices it makes. I would even go so far as to 
say: the distribution between what is left to the play of the market 
and what should be taken out of this sphere, to satisfy fundamental 
collective needs, in this very way preserving the essential values of 
our civilisation, of our fundamental human values. I merely wish to 
observe that just because a man is a technician he does not cease to 
he a political being. Just because one knows more one is not necessarily 
disqualified to do what others think they can do without the same 
knowledge. That always make me think of the example of those girls 
who are paid more as secretaries because they do not know shorthand 
typing. I see no reason that ignorance of certain techniques should 
represent a supplementary qualification for activities in which they are 
not absolutely necessary. 


May I now come back to, without its having been raised by any 
of the questions, what seems to be the fundamental difficulty in Euro- 
pean planning. Doubtless it is also the fundamental difficulty for 
planning within a country; but now that the era of planning is here, 
the question of regional distribution of development of activity 
becomes necessarily more difficult and more intense. I have shown 
how in the attempt at projection by the Commission that I have the 
honour of chairing at Brussels, we plan, after having examined 
coherent development models for the rule of the Community, to make 
provision for the distribution of activities between the regions. The 
most obvious problem, is whether we should rely exclusively on com- 
parative costs — which, by the way, would already represent a pro- 
gress over sector studies which, as likely as not, only take into 
consideration the difference of absolute costs—-or whether other 
tactors can come into play, and in particular, whether one could intro- 
duce, leaving aside short term conditions of competition, long term 
conditions of changes in cost. 


The great difficulty which a policy of regional redistribution always 
comes up against, is the risk that, to keep up the level of activity 
in some regions, one might have as a result to reduce the general 
rate of progress of productivity, by sacrificing some localisations 
which can be very favourable, in order to maintain or develop, for 
other reasons, perhaps extra-economic reasons, some localisations 
which are less obviously suitable. It is possible that in some cases the 
problem does not arise under this exact form and that there are 
definite compensations; in particular in the case of countries that are 
relatively fairly large, when industrial decentralisation, is very pro- 
bably the concrete condition, in sociological and human terms, 
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necessary for absorbing agricultural overpopulation sufficiently quickly. 
It is very probable that decentralised industrial activity will more 
easily attract surplus agricultural population to more productive 
employment, than if the workers had to not only change their tradi- 
tional type of work, but also to move to another region. In this case, 
even if a measure of decentralisation led to a limitation of the 
optimum utilisation of the most productive industrial sites, the increase 
in the speed of transfer from agricultural activities, where, on our 
hypothesis, productivity is low, towards secondary or tertiary activities, 
would more than compensate for the purely static loss in optimum 
utilisation of resources. We should always take into account this 
consideration; what is essential, in a Common Market, say, is not the 
static redistribution of the sources — the classic liberal argument — 
which after all can only bring in about 4 or 5% more, once for all; it 
is the movement, the acceleration which can mount up to considerable 
percentages over a number of years. 


‘ A second reconciliation may well, after some short term losses, 
bring forth long term economic advantages: some localisations which 
do not appear favourable at first sight when they cannot take advantage 
of all external economies permitted by a certain level of development, 
can become so later. Once more, we should not think in static terms. 
Regions in which there is increasing geographic concentration do not 
produce at a constant cost. It is probable that development costs, 
after a certain point, very rapidly become exponential. I can only 
recall here that action on this point cannot rely solely on qualitative 
judgment, and I think that here I link up with what my friend Jan 
Tinbergen is sure to say, that the more we have attempts at surveys 
supported by statistics in this field, the more chance there will be 
that technocrats can help to clarify political choices. 


PROFESSOR DANTWALA’S REPLY 


I shall attempt to answer only three or four points which were 
raised during the discussion. 


Mr. Stassart raised an extremely relevant point when he asked 
whether it was essential that the developed countries should modify 
their agricultural systems in such a way as to ensure that within a 
few years they would no longer have surpluses of agricultural produce 
and, secondly, why these countries should not go on producing in 
excess Of their own needs; such excessive production would initially 
provide temporary assistance to countries in which hunger is endemic, 
and, over the longer term meet the effective demand which will develop 
in the new countries as their living standards improve and which they 
will seek to satisfy in the older countries. 


My answer to the first question would be categorical. I would like 
the developed countries to produce exactly what their social, economic 
and political aspirations demand. Though the underdeveloped countries 
are very grateful for the aid which is coming in the form of food, I 
do not think that any country in the world today is producing sur- 
pluses for the philanthropic reason of giving it to the underdeveloped 
countries. The surpluses are the consequences of their own economic 
policies. If they want to change these economic policies in the interests 
of their own people, the underdeveloped countries and their people 
would not like to interfere. 


In my paper, | took the existence of surpluses for granted and 
outlined the international and national action needed for the purpose. 
Before going any further, I should like to submit that the word 
“demand” — and, of course, the word “supply” — are meaningless 
except in the context of a given price. It would not be right to suggest 
that the older countries should always produce what the population 
needs unless one specifies the price at which the goods are made 
available to the population. 


The third question raised concerned the attitude to food .aid of 
the countries receiving it. It is very appropriate to ask: “Would it 
be in the interests of the underdeveloped countries to depend conti- 
nuously upon such aid?” To that my answer is again: We require 
aid in. many forms, not only in the form of food; one-fifth or one-sixth 
in kind and the rest in financial help. I wholly endorse this suggestion 
made by Professor Rosenstein-Rodan. We also require aid for a 
fairly long period; but we do not take a very tragic view of this 


370 SIXTH INTERNATIONAL CONGRESS ON COLLECTIVE ECONOMY 


dependence. Of course, we want to get rid of it as soon as possible. 
While we appreciate the generosity of the donor countries, we do not 
like to depend on them permanently for our development. But you 
will concede that at one time or another of its history every country 
in the world had to depend on aid from other countries, arising either 
from economic or political situations. To ensure their economic deve- 
lopment in times of political emergency, large countries have required 
help even from poor countries. When it was not given voluntarily, it 
was taken by other means. Today some of the Asian countries need 
your help. 


Let us turn to the point made by Professor Fisher, who said in 
substance: “What is the likely effect of surplus aid on the prices of 
agricultural commodities and therefore on the development of agri- 
culture?’ What he has attempted in his excellent paper is, as he 
himself said, a theoretical analysis, and he has pleaded for empirical 
data. The only way to answer his question is through an empirical 
test. What has actually happened in India, Pakistan and Japan as a 
result of food aid? I would say that the effect of food-aid on prices 
has been wholly beneficial. It has not depressed them unduly, has not 
discouraged production and has helped to curb inflationary pressures. 


In a developing country there are often situations which are 
typically inflationary and require that food prices be kept at a 
reasonable level. Mr. Fisher said: “If there had been no food, prices 
would probably have risen much more and your agriculture would 
have shown a much better performance; in a few years you would 
have been free from this dependence.” This raises the question of 
supply, and of price elasticity of supply. To this I would answer that 
by merely increasing the prices of agricultural commodities you do 
not necessarily secure more production. This does not mean that the 
farmers are insensitive to prices. Up to a point, if there were a greater 
incentive, there would be higher production; but in most underdeve- 
loped countries there are physical constraints to the possibility of 
expanding production. For this, one needs irrigation, but irrigation 
takes time. One needs fertilizer, and fertilizer factories are now being 
built. It may be argued that we should have built them under the 
Second Five-Year Plan. That is a fair comment, but we are building 
them now. Increase in agricultural production requires seed farms and 
multiplication of good seed. That also takes time. So it is not merely 
the level of prices which stimulates production. Output could more 
easily be increased through price incentives in developed countries 
where there are no severe bottlenecks, and everything is abundant. But 
in an underdeveloped economy there are numerous bottlenecks and 
they cannot be removed merely by offering higher prices. 

Another problem must be taken into consideration: if one raises 


the price of wheat, the farmer may produce more wheat. But he will 
shift his land from cotton to wheat. But we also want more cotton. 
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When we raise the price of cotton, the farmer will turn his land from 
oil-seeds to cotton. But we also want more oil-seeds. So what are 
we to do? Go on raising the price of wheat, of cotton, of oil-seeds? 
Where would that end? Merely to raise the prices for agricultural 
production is not the right way to achieve development. Undoubtedly 
a minimum or a reasonal price should be assured. But, just as low 
prices are bad, high prices can also injure economic development, and 
— given the inflationary situation — there is a limit to raising agri- 
cultural production through the incentive of prices. We can and should 
take many other steps — we can increase irrigation and subsidise 
fertilizer, we can provide better seeds, institutional credit, and we can 
extend farm management services. 


I would therefore say that, on the whole, the food aid has been 
very welcome; but we would like it to be accompanied by other forms 
of aid. I should like to assure you that our national plans have not 
been based on the assumption of continuous aid from the developed 
countries. Although we have a very generous P.L. 480 agreement with 
the United States — providing for something like 17 million tons of 
food aid—-it has not led the planners in India to neglect agriculture. 
As a matter of fact, the Third Five-Year Plan target for agricultural 
development has been set at a level which some people like me believe 
to be difficult to attain. 


I also admit—as I said to Professor Rosenstein-Rodan yester- 
day — that our performance during the last two years was very 
disappointing. I cannot go into the reasons here. But don’t judge us 
from our two years’ performance. Monsoons can be very erratic. 
Probably that is not the only explanation; several others have been 
suggested. We are investigating these explanations and the causes 
of the slow growth of our agriculture. But I want to assure you of 
one thing, that although we appreciate food aid, our agriculture and 
our economic development in general have not been neglected. 


| VII. ADDRESS BY Mr. UGO LA MALFA 


Minister of the Budget 


On behalf of the Italian Government and on my own behalf, I 
have the honour of repeating the greetings that my colleague Tre- 
melloni has already presented to this Congress. As you know, the 
Italian Government has, for more than a year, been committed to a 
policy of economic programming, and it is obvious that the extreme 
technical authority and the depth of experience that you bring to the 
work of this Congress will be extremely useful for us in our work. 
The control of economic programming is, within the Government, my 
personal responsibility as Minister of the Budget. And perhaps you 
might be interested in a brief sketch of how we have faced up to this 
important problem of Italian economic policy. 


Last year, when the Government presented the financial accounts 
to Parliament, for the first time they included a special document which, 
taking cognizance of the considerable economic development in Italy 
in the last ten years, present the economic problems and prospects 
of our country from the ’60s onwards. | 


In drawing up this document we took into account internal dis- 
equilibria in the system, which global development had not been able 
to cure by means of the free play of economic forces; and in this 
document the disequilibria were classified in the following three ways: 


1. Difference of economic development between Regions that were 
‘ already depressed, like the South and other zones of Central Italy, 
compared with the great economic development of areas and zones 
of the North. Notwithstanding the policy of the Cassa per il Mezzo- 
giorno — which my friend Rosenstein-Rodan has mentioned — we have 
not succeeded in righting the imbalance and in making our economy 
develop in a more coherent and harmonious way. 


2. Though low productivity of our agricultural .system as a whole 
and of some distributed sectors compared with the high productivity 
of industry. 


3. The relatively inadequate development of the so called “public 
services of the collectivity”: like schools, health, means of communica- 
tion, town development, town planning, to help in the satisfaction of 
certain individual consumers’ needs like housing, the luxury of the 
motor car, electrical household equipment, and other consumer durables, 
characteristic of an advanced, modern civilisation. 
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These are the three types of problem that Parliament discussed 
during their sitting for the debate on the financial estimate; problems 
which the Government has made efforts to resolve. 

With the approval of the document presented to Parliament, there 
began the phase of programming policy. We, here, set up a Com- 
mission for economic programming, made up of economic experts and 
representatives of the great entrepreneurial categories: industry, agri- 
culture, trade, as well as direct representatives of the workers’ unions, 
that is the three great workers’ confederations which exist in our 
country. The President of Confindustria, and the Secretary General 
of each working class union, all form part of the Commission, not 
only in their capacity as experts, but as direct and official repre- 
sentatives of their organisation’s interests. On the other hand we 
excluded from the Commission public administrators and political 
representation; although the Minister of the Budget does not form 
part of the Commission, it is I who preside directly over the Com- 
mission. All of this means that we, on the basis of a document that 
obtained parliamentary approval, have passed on to a discussion at 
the technical and economic level, by means of exchanges between the 
great entrepreneurial interests and trade unionists. After which (and 
the Commission has just compleetd the first stage of its work) the 
documents drawn up by the Economic Commission will be put suc- 
cessively before political powers that be who —in their capacity as 
the Government — will discuss it and then present it to Parliament. 

It is natural, as we are on the eve of the elections, we can do no 
more than assume the functions of a notary; that is to say, we can 
only take cognizance of the documents drawn up by the Commission 
for National Programming, and hand them on to the new Government 
and to the new Parliament so that they may make the definitive choices. 


I think it useful to make reference to these arrangements and to 
the different phases, because in the contacts that I have had with 
English governmental authorities I have noted that they use a different 
way of working; for, in the National Economic Development Council 
are to be found at one and the same time experts and representatives 
of entrepreneurial interests and trade unionists and representatives 
of political authority. That is to say, the different stages that we 
have made provision for in economic planning are in the British 
Council reduced to one stage so that the Plan is the fruit of a clash 
of wills between the different representatives. 

An obvious problem, on which we are anticipating guidance from 
this convention in the matter of economic programming, is what instru- 
ments should be used to attain the ends envisaged by the Plan and, 
above all, what instruments should be used to resolve the probiem that 
programming policy has placed at the centre of its activity. 


Now, I shall only say that as regards the first problem: the 
differences between backward regions and overdeveloped regions; we 
in Italy are up against an exceptionally important and serious pheno- 
menon. In this last decade of considerable economic development, we 
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have seen a localisation of investments in the overdeveloped areas 
which has determined an imposing emigration of labour force (some 
millions of men) from the underdeveloped areas. 

Thus we have been faced with the typical aggravation of the pro- 
blems of harmonious development of overdeveloped areas as regards 
public services and housing; and we have been faced also with an 
aggravation of the typical problems of the underdeveloped areas. Thus, 
our economy, which has always been a dualistic economy, has suffered, 
to a certain extent, an accentuation of its dualism. And it can be 
foreseen that if our economy continues to develop as a result of 
uncontrolled forces, in the most highly developed zones four out of 
five workers will have to come from other regions. And thus we will 
continue to witness an exodus of population from the underdeveloped 
areas which is almost biblical in its proportions. And all that in the 
framework of a forecast made by our programming technicians for 
attempting to achieve full employment in Italy within ten years at the 
most, Thus we shall have attained a goal which has been one of the 
aims of our policy for many years. We shall have attained this goal, but 
by means of a massive dislocation of population and by bleeding some 
areas to overcrowd others. All this can have serious effects, especially 
on the agriculture of the most depressed regions, which will decay 
more and more. 

Ths then is the type of problem which shows what— within the 
framework of global development—our policy of economic pro- 
gramming represents and what massive problems it must resolve. 

I ought to point out that from this point of view there is a difference 
between some objectives proposed by our programming policy, com- 
pared with the objectives proposed by the programming policy of 
other countries. 

We too aim to maintain the high rate of economic development, 
but I should say that this end (since we have at our disposal plenty 
of manpower and a large labour force and we have relatively low 
consumption needs, and a healthy balance of payments) is not the 
most difficult one to achieve, so much so that it is more in the nature 
of a presupposition than an end in itself. In recent years we have 
had a high rate of growth and in 1962 we reached the rate of 6.1% 
in real terms, whereas economies with large economic growth usually 
have to give priority to the problem of how to achieve a higher rate 
of growth than that which has been achieved over the last few years. 
Thus, the objective of programming as the way of achieving a high 
rate of growth is for us relatively easy to attain if international 
economic circumstances remain favourable; thus the other objectives 
of planning are for us more serious. From this point of view and 
given the difference of development between the various regions, the 
instruments to be used to achieve the ends of the Plan ought to 
receive careful consideration. And here, any hints that you can give 
us about the use of indicative means or normative instruments, will 
help us in this difficult problem. It is obvious that, having proposed 
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by means of programming policy the solution of such a serious problem 
as the balanced development of different regions, we ought to find 
the most democratic and least coercive instruments possible, but which 
will be of such a nature that they will allow us to solve this problem, 
without which programming would have no point and would achieve 
no results. 


And from this point of view, in Britain for example, I was very 
much interested by the law on localisation of industry which seems 
to me to have an extremely normative character and which, alongside 
incentives, seems potentially able to achieve useful and important 
results. 


The other problem to which I wish to refer is that, as it seems 
to me, in some countries, as in France and in England, there is a 
tendency to regionalise the economic development plan — the global 
plan — that is to say, the application of the plan in determining regions 
becomes a necessity. Henceforth, we also need to regionalise the Plan, 
and I ought to say that we have a constitutional organ which can 
perform this regionalisation; because our constitution provides for 
the creation of autonomous institutes of political administrative action, 
by means of which we think that, developing and applying the Consti- 
iution and creating regions with their own regional councils, we can 
give the regions the opportunity either to study or to carry into effect 
their own regional plan or to coordinate and integrate these regional 
plans in the national plan. 


The second aspect which interests us is naturally the integration 
of a national Italian plan into the European system, especially into- 
the system of the Common Market. And I sould say that I am parti- 
cnlarly pleased to note, from the discussion in this Congress (and 
especially in the speech by my friend Uri) that this idea has made a 
good deal of progress. 


I ought to recall that last November a first convention on European 
Economic Programming met here at Rome; the principal speaker of 
this Convention was Mr. Marjolin, Vice-President of the Economic 
Commission of the Common Market, who conveyed to us the first news 
about European programming. I see that the problem, according to 
Mr. Uri’s speech, has made further progress. And it is clear that 
whereas on the one hand we are seeking to create constitutional instru- 
ments for regularising our plan, on the other, we should feel that we 
are treading on firmer ground, if we could fit in our plan, our vision 
with the problems of the development of European Programming, 
which is a necessary integration of the efforts that we are making. 

I thought it appropriate to give you a brief outline of some of the 
moves that we have made in the policy of economic programming. I 
present to you once more my greetings and I am ready to answer 
questions to clarify and elaborate what I have said. Thank you. 


(Applause?) 


Vill. DISCUSSION OF Mr. TINBERGEN’S 
REPORT AND SUMMING-UP 


DISCUSSION OF Mr. TINBERGEN’S REPORT 


Statement by Mr. Theo THIEMEYER (Germany) 


In his report, Professor Tinbergen has dealt with some funda- 
mental problems relating to the optimum organisation of an economic 
system. Observations on some points appear indicated. In making 
them, I do not mean to correct Professor Tinbergen; there is no need 
for this and, belonging to the younger generation of scientists, I would 
not, in any case, feel entitled to do so. But some passages of his 
report might lead to misinterpretations and encourage false views 
such as the concept that welfare economics had been particularly 
useful for economic policy or that it had succeeded in establishing a 
scientific foundation for “non political”, “purely economic” or “purely 
rational” principles of economic policy. In his report and in other 
publications, Professor Tinbergen himself has stressed the limited 
possibilities of application available for the results of research in 
welfare economics. Even so, I feel it likely that a number of passages 
in his report, taken out of context, may revive certain trends of 
welfare economics which have been dead for some time. 


The objective of welfare economics, which developed particularly 
in the Anglo-Saxon countries, was to substantiate and to justify 
economic policy scientifically, The main problem was the optimum 
use of the existing means and factors of production, in other words, 
the optimum adaptation of production to existing requirements which 
were presupposed. It was thought that, in formulating judgments, 
recommendations and warnings about the production process, all extra- 
economic or non-economic requirements or “value judgments” could 
be dispensed with. 


Based on the philosophy of Edgeworth, Pigou and Pareto, the 
theory of welfare economics established an exceedingly clever and 
complex mathematical model which proved that under certain conditions 
what is called maximum welfare can be achieved. 

But for the discussions of this Congress, which is concerned -with 
the practical applications of collective economy, it is essential to see 
that these conditions are so unrealistic and the model so abstract, 
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that, as a matter of principle, they can never be met anywhere, not 
even as an approximation. It is neither possible nor necessary here 
to list all of these conditions and to prove that they cannot be realized. 
I shall only mention a few of them, to illustrate what is at stake. 


In his report, Professor Tinbergen points out that the increase in 
utility experienced by a person as a result of an economic policy 
decision must be compared with the decrease in utility incurred by 
another person. According to him, this is the only way to know 
whether, in foto, there is an increase or a decrease in social utility. 
At the same time he points out, however, that there may be differences 
of opinion in the assessment of “social utility”. I should even go 
further and say that, up to now, a comparison of utility for two 
different persons has not been possible. What is important is that 
welfare economics wants to make a quantity comparison of utility. 
In former times, there was even a trend in welfare economics to 
establish total utilities by the addition of quantitative utilities for one 
or several persons (Marshall). More recently, the uselessness of such 
attempts was recognised, and it was thought that utility comparisons 
for one or several persons could be avoided through a new method 
based on Pareto’s philosophy; but many scientists have proved that 
even this method was a fallacy. 


In a word, there is no uniform quantitative scale for comparing, for 
instance, the utility of eating an apple for one person and another; all 
such attempts have proved to be unrealistic speculations, You may 
object that, in everyday economic or political life, decisions — based 
on utility comparisons — are made about the distribution of benefits 
and charges. This is true. But these decisions are, in fact, rather 
based on the concept of justice and equity of the person making them. 
Thus, if there were only one apple to be given either to a pauper or a 
millionaire, it would be given to the pauper, even if a utility com- 
parison would show that the pauper, being used to sacrifice, would 
mind less doing without the apple than the millionaire. ` ` 


Another condition for the model established by welfare economics 
is a specific tax system consisting in a lump-sum distribution. But 
such a system is only applicable in very elementary circumstances, 
and no modern State will forego its progressive tax system. 


On several occasions Professor Tinbergen has mentioned another 
condition of welfare economics, according to which marginal costs 
must equal prices. He has also pointed out that this condition is 
only fulfilled in circumstances of absolute competition corresponding 
to the theoretical concept. But where does reality meet the require- 
ments of absolute competition in an economic system governed to a 
large extent by monopolies and oligopolies which, unless they are 
forced to do so, will never set their prices equal to marginal costs 
(under this system marginal benefits equal marginal costs)? 
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I repeat that, to achieve what is called maximum welfare, the 
equality of marginal costs and prices must be realised simultaneously 
in the whole economy and not merely in individual branches. I do not 
quite agree with Professor Tinbergen’s view that a two-part rate 
system (basic rate and running charge, such as used by electric utility 
undertakings) is the best approach to maximum welfare conditions. 
This view, which is currently accepted, is only true in part, for the 
basic rate is not compatible with our rigid condition. 


At the same time, I am not sure whether terms such as “marginal 
private costs and benefits” or—even worse— “marginal social costs 
and benefits” are of any practical use. As economic scientists, we 
should not pretend that these are definite gauges which can be used in 
everyday practice. Concepts such as “marginal social benefits” are 
very vague and inoperative. They only appear to be of practical use 
but, in truth, they are not. 


I might mention other maximum conditions advocated by welfare 
economics, such as the consistency of consumer needs and the complete 
divisibility of consumer and capital goods; but these are problems 
for specialists and cannot be discussed here. They have nothing to do 
with reality, just like another condition, the unrealistic nature of which 
has been stressed by Professor Tinbergen: a perfect forecast of the 
Tuture. 


As Professor Tinbergen has said, it is important that all conditions 
should be fulfilled simultaneously if optimum welfare is to be realised. 
If one of them is not met, the fulfilment of the others is useless. 


Furthermore, it is difficult to define the content of maximum welfare. 
What is the maximum of social welfare for one, may be the very 
essence of social injustice for another. This means that maximum 
welfare is a matter of social philosophy which cannot be substantiated 
by means of welfare economics. In welfare economics, the level of 
welfare is for the most part measured in terms of national product. 
This opinion was held by Pigou, one of its originators. In his report, 
Professor Tinbergen has clearly shown the fallaciousness of this view 
by including non-material and cultural values, in particular individual 
and social education. 


I should like to mention a final condition which is nowhere fulfilled 
and makes it obvious that the model is unrealistic, although, unlike 
most of the others, it may one day be realised. This is a just— 
although not equal — distribution of income and capital. Some expo- 
nents of welfare economics have tried to solve this problem by 
separating production from distribution. But this has proved impos- 
sible, since there can be no optimum production if some way of 
optimum distribution cannot be found. 


My views on welfare economics are thus more negative than those 
of Professor Tinbergen. They can be summed up by the statement 
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that the claims of welfare economics, to conduct economic policy along 
purely scientific, non-political lines, have failed utterly. Reimut 
Joachimsen, who has recently published the results of his investigations 
on this subject in Germany, has stated in the preface to his publication 
that all interest in welfare economics had disappeared once and for 
all. A new basis had to be found, if this system were to be put to 
any use at all. Two other eminent critics of welfare economics, Little 
and Graaff, have summed up their judgment in a single, disparaging 
remark: the continuance of the discussion on welfare economics can 
only be considered as a trifling in mathematics. 


I am afraid that Joachimsen was over-optimistic. The advisory 
bodies of the European authorities are still haunted by the fallacy of 
welfare economics which, through its unintelligible terminology, con- 
tinues to confuse the minds of the experts. In past years, the Theory 
Committee of ICRICE has dealt with this question in ‘detail. 


Economic science cannot relieve the men in charge of their respon- 
sibility of political decisions. All it can do is to explain certain things 
in context and to point out the means required for achieving certain 
objectives. It can also advocate certain aims of economic policy and 
help to realise them in an advisory capacity. But all these objectives 
cannot be determined through “purely economic” criteria. To sum 
cannot be determined through “purely economic” criteria. To sum 
up: we should not try to give the impression that the optimum 
organisation of an economic system can be solved by a “purely 
scientific” method. The “optimum” requires a political decision. 


Statement by Mr. François SELLIER (France) 


I would like simply to raise three questions with regard to Pro- 
fessor ‘Tinbergen’s report. For a Frenchman, it is almost a duty to 
make a reference, in talking about a welfare economy, to him who, 
in France, was not the first, but one of the first, to attempt to pose the 
problems in a systematic fashion and who concerned himself, not 
only with the pure theory of social wealth, but also with applied 
economics: Léon Walras. And it is a paradox that this branch of 
welfare economics, the extreme abstraction of which has rightly been 
stressed, should have interested in such a degree a man who was 
concerned with solutions to practical problems. Walras, in his essay 
on applied economics, asked three questions concerned with the eco- 
nomic organisation of society: “In whose hands should production 
be placed?”; “What should be produced?”; “How should purchasing 
power,.and .income be distributed?”. i 
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First, in whose hands should production be placed? Professor 
Tinbergen replies to this question using criteria of external economies 
and marginal costs. What he says is substantially this: “the public 
enterprise is preferable, when there are important external economies 
and marginal costs that are lower than average costs. Ahy type of 
production that has increasing costs is better suited to private pro- 
duction.” All I want to do is to stress that, in fact, this criterion is 
not often applied. I am thinking in particular about the coal industry 
and railway transport which, in France at any rate, are industries 
which work with decreasing yield, if we take account of the compe- 
tition of other types of production of the same goods or services. On 
the other hand, these industries have obviously very considerable 
external economies. Thus it seems that, in practice, the criterion 
chosen to judge whether there should be public intervention in pro- 
duction was, on the one hand, the existence of external economies, 
and, on the other, organisational difficulties. So we are back again 
at Mr. Saraceno’s criterion and the criteria that were very well deve- 
loped in Mr. Posner’s article. In France, increasing costs of investment 
in a given condition of the market and the private sector’s interest 
in obtaining prices less than the average cost, have played a decisive 
role. 


We may wonder, with regard to the first question, if the criteria 
of welfare economics are not completely inapplicable in our society, 
in so far as economies of scale are spreading to more and more 
sectors, whereas the scope of private enterprise would shrink, if we 
were to use Professor Tinbergen’s criteria, to include only those 
sectors working with increasing costs. Even if this solution is rational, 
it is doubtless politically unfeasible. 


Secondly: what should be produced? 


It is always possible to say that consumers’ liberty is always 
subjected to pre-existent supply. To a large extent, supply conditions 
demand and it is necessary, once and for all, to abandon the doctrine of 
the iron rule of the consumer. But where elasticity of demand is great, 
private economy can provide for mass production and consumption. 
Now, consumers’ choice is determined by the bill of fare drawn up by 
supply, that is to say, by the totality of supply or the possible substi- 
tutions. Production which tends to increase, in fact, is that in which 
the technical advantages of production are the greatest: hence inegality 
of development in technical progress and investment. The problem of 
habitat, which does not even arise in liberal economies, pinpoints the 
difficulty of balanced distribution of investment. Planning ought to 
decide about priorities. This is a problem of economic policy which 
precedes the problem of management, and even the problem of knowing 
in whose hands production should be left. 


Our third point: how should income be distributed? 
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When there is absolute or excessive shortage, choice is in practice 
excluded. But, on the other hand, services provided free of charge are 
often neglected. They themselves become insufficient in quality and 
quantity. The disavantage of providing free services is that the 
public is prevented from showing its monetary preferences. Hence it 
can be asked if, to a large extent, even in the case of public production, 
there may not be a case for re-establishing market criteria. Then there 
is the problem of the inequality that might arise from a process of 
irrational distribution, not related to the most important needs, but 
related to what can be paid for at the present. 


The problem is thus to reduce inequality to the optimum degree. 
We have to get rid of those useless or harmful inequalities mentioned 
by Joan Robinson, The only way to resolve in practice the problem 
of comparisons of utility is surely then to adjust income, to adjust 
marginal unities of money in relation to the qualifications, in relation 
to the free labour market. Professor Tinbergen has at length and 
in depth discussed these questions. To establish an economy founded 
on the labour standard, to use a famous expression, a free labour 
market is a necessary condition. It is not, of course a sufficient 
condition: social security, on the one hand, and progressive taxation 
of income, on the other, have become necessary instruments for 
adjusting needs to means, in all progressive societies. 


Statement by Mr. Karl PROBSTING (Austria) 


I think that Professor Tinbergen’s report permits the conclusion 
that collective economy is an important means for achieving an 
optimum of social welfare. In fact, its importance is such that it needs 
to be expanded and intensified in most countries of Western Europe. 
This optimum of social welfare, which of course implies a re-distri- 
bution of income, is not what our opponents have in mind when they 
speak of economic democracy. They therefore often use all the means 
at their disposal to combat collective economy — in other words public, 
nationalised and municipal undertakings as well as co-operatives — at 
a governmental and parliamentary level and in economic representations. 
Consequently it appears very important to me that the different sectors 
of collective economy should become or keep aware of their common 
characteristics and collaborate even more actively than in the past to 
defend themselves against the discrimination they all have to face. It 
seems necessary to me that the national sections of collective economy 
should enter into close contact with all economic and political orga- 
nisations, officials and politicians in their respective countries, whose 
objectives are the same as their own. Decisions furthering collective 
economy, and therefore the national economy as a whole, can only be 
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reached if these people, who play a decisive role in public life, lend 
us their co-operation. If possible, they should be given leading positions 
in the organisation so that they can help—in collaboration with eco- 
nomisis and experts — to vindicate the efforts of collective economy. 


In this connection it must be emphasised that collective economy 
remains outside politics; this means that it pursues its aims inde- 
pendently of the political events of the day. However, since it can 
only exist within a democratic system, only the truly democratic parties 
can be asked to collaborate with collective economy. It would be 
desirable for preventing permanent discrimination against collective 
economy, if an agreement could be reached that the State concerns of 
the totalitarian régimes and the communist collectivist enterprises can- 
not be considered to represent collective-economy undertakings as 
advocated by our international organisation. They lack, in fact, three 
essential characteristics of collective economy: 


(a) their constitution by a voluntary, democratic decision; 


(b) the influence of democratically elected organs on the business 
policy of the public undertakings and the co-operatives in order to 
defend the interests of the consumers; 


(c) a democratic control by the general public. 


They serve, on the contrary, the purposes of the State and frequently 
ignore the consumers’ interests. 


Statement by Mr. Arthur LERMER (Canada) 


Permit me first of all to express my deep appreciation for the 
opportunity to participate in your Congress deliberations. Both the 
high academic standards as well as the profound zeal with which 
you have searched for an effective adaptation to new economic con- 
ditions of the modern world is most impressive. 


Canada is now facing very serious problems of economic develop- 
ment. To many new admirable economic contributions which Western 
and Central Europe have made recently, one should count your 
remarkable spirit and commitment to promote maximum economic 
welfare. 


We certainly can learn a great deal from your thought and experi- 
ence and it is precisely with such conviction that I will report to the 
Canadian Political Science Association, the officially recognized 
representative organization of Canadian social scientists, whose dele- 
aa I am here. My trip here has been made possible by the Canadian 

ouncil. 
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And now I shall make a few marginal remarks on the paper of the 
eminent Professor Tinbergen. 


May I paraphraze a warning once cast by a Chairman of a meeting 
of American Economic Historians when introducing Professor Schum- 
peter? He said: “So charming and consistent is the speaker that I 
must warn you against being carried away by him. Please do watch for 
the loopholes.” One is certainly faced with an identical situation for 
Professor Tinbergen’s paper is as expected of the same nature as 
described above. More so because I find myself in full agreement with 
the tenor and conclusions of his paper; looking for loopholes is 
certainly not easy. 


Professor Tinbergen realizes that the relationships between the 
private and public sector and the role of planning depend on a fuller 
understanding of the nature and conduct of basic institutions parti- 
cipating and often determining the parameters of the welfare function. 


Traditional Welfare Economics by virtue of its very nature as an 
outgrowth of microeconomic equilibrium analysis has not supplied him 
with a lead to group behaviour which, as he states: “the central 
problem of this branch of economic science is to find the set of insti- 
tutions which as a group are able to satisfy the conditions for maximum 
welfare of the community.” (Annals of Collective Economy. Vol. 
XXXIV, No. 1, January-March 1963, page 9°) 


To reconcile an institutional policy with “planning for an optimum 
rate of economic growth” is tantamount to the “maximation of eco- 
nomical welfare”, in an advanced economy, even in the short run. I 
stress advanced economy for in an underdeveloped economy identity 
between both in the short run would be very rare indeed. 


Professor Tinbergen proceeds then with naming group relationship 
as characterised mostly by. conflict, although cultural, educational, 
health and other institutions codetermining the welfare function may De 
devoid of built-in conflicts in their relationships with other groups. 
Such conflicts as I see it, may — 


(1) either not be resolved at all as in the Marxian System, in which 
case social explosion must ultimately set in. 


(2) Be regulated by “countervailing power” of the Galbraith 
model, in which case only a precarious highly unstable balance 
may be achieved, a modus vivendi which does not require basic 
reconciliation, or social consideration, but rests on the dynamics 
of an explicit or bargaining process. 


(3) The enlightened social conscious balance of Inter-Institutional 
power which rests on maximum possible information and a 
desire to test demands by “higher” aims such as the well-being 
of the nation as a whole, or future generations to improve 
industrial relation, or for that matter ideally for mankind as 
a whole. 
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Historically the horizon of loyalty has widened and could thus be 
spurred in that direction particularly since in the long run the results 
are bound to reflect positively on the interests of the temporary 
allegedly “sacrificing” group. 


The third category of intra-group relationship seems to be the 
choice for Professor Tinbergen’s model. 


Conflicts may still not be fully resolved; it should be possible 
however and | quote “to narrow the range of conflict” (p. 91 ibidem). 
The “narrowing of conflict” can obviously not be a spontaneous 
process. It requires conscious efforts. The democratic system provides 
quite an effective instrument, so does the market to some extent. How- 
ever the former often breaks down (a) because of its own deficiencies, 
(b) because a great deal of power is vested in the hands of the winning 
party, which may be looking for spoils. The latter is of course imperfect 
due to rigidities, inelasticities, etc., so obvious are these negative 
characteristics to economists that it would be superfluous even to 
numerate, let alone to analyze them. 


Groups or institutions must therefore face each other at the direct 
or indirect bargaining table (visible or invisible). Who is to assist 
those groups in securing objective data and wise, expert services? 
Tinbergen turns to the economist as the supplier of that crucial and 
indispensable function in a mixed, multiple exchange system (the 
market public services, Cooper, etc., and numerous institutions, short 
in a most heterogeneous). The economist can perform this function 
besides assisting the nation as a whole, by drawing lines of demar- 
cation between private and public enterprises and aid through proper 
planning (clinique, etc.). 


Professor Tinbergen very clearly distinguishes between the private 
sector which may show two characteristics: 


(a) marginal costs equal to or higher than average costs, 
(b) absence of external effects (p. 101 ibidem), 
and the public sector with — 
(a) marginal costs lower than average costs; or 4 
(b) presence of external effects (p. 102 ibidem). 


To strengthen his case Professor Tinbergen proceeds then with the 
enumeration of an impressive array of industries suited for the public 
sector. 


The expert economists should even participate with voting power 
on the decision making. Where shall he obtain his guide line, his 
measuring rod? 


As to Welfare Economics, Professor Tinbergen is quite aware of 
limitations, He therefore proposes to include in the Welfare Function: 
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(1) Social Welfare. By social welfare he means “the ratios between 
such individual elements for the person considered and the same 
elements for other persons, as well as the relation in which an 
individual stands to other individuals” (p. 91 ibidem). 


(2) Elements of freedom. 
(3) Cultural values as non-material values. 


(4) Individual material values such as “the value of consumption 
and the productive efforts” (p. 91 ibid.). 


(5) “The optimum economic order” (p. 98 ibid.). 


(6) Group behaviour to “satisfy the optimum conditions”. Pro- 
fessor Tinbergen stresses the latter by stating “that is the 
condition for maximum social welfare” (p. 98 ibidem). 


(7) The costs and inconveniences of the tax system. 
(8) The costs and advantages of the educational system. 
(9) The degree of decentralisation of decisions. 
(10) The inconveniences created by some market systems. 
(11) The general political system. 
(12) Health institutions. 

And last but not least: 

` (13) Redistribution of income. 


Professor Tinbergen calls them means at the disposal of an eco- 
nomic system, but means must become ingredients, components of a 
comprehensive, broad welfare function as conceived by Professor Tin- 
bergen. Surely the scope of Professor Tinbergen’s function inflicts a 
mortal blow to the extreme critics of Welfare Economics (Little, etc.). 
One can fully sympathise with Professor Tinbergen as far as the 
need for such a function as a “measuring rod”, a point of departure, 
“a first approximation” for the highly charged “wise” man, the 
economist. 


The construction of an effective successful plan requires such a 
powerful lever, but is it feasible? One would like to believe so. Pro- 
fessor Tinbergen has unfortunately not proven the above in his paper. 
Neither has he resolved the problem as to what would happen if there 
will be a difference of opinion between the economic experts. Would 
not “the Arrow paradox” apply to them as well? How would groups 
of the powerful experts behave in society? He did not come to grips 
with these crucial problems. Do we know enough about institutional 
behaviour in a dynamic society in order to account for it in the welfare 
function? Economists have too long delegated the responsibility to 
other social scientists confining their interests to “pure” economics. 


Just as these economists who became involved in aiding, advising 
and studying underdeveloped countries were frustrated by this com- 
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fortable neo-classical division of isolated dimensions, so must econo- 
mists, preoccupied with problems of economic planning, criss cross and 
trespass rigid interdisciplinary boundary lines. It is true they will feel 
rather lost beyond their own border lines but at least they should be 
able to pose pertinent questions and be closely associated with other 
disciplines on common projects. I would like to hope that Professor 
Tinbergen’s paper signalizes further studies conducted by him along 
the lines formulated by him. My feeling is that Professor Tinbergen’s 
paper constitutes a most challenging breakthrough into a much broader 
socio-economic welfare theory. 


Economic Planning seems to revive the very concept of Political 
Economy par excellence. Let us not prematurely take the easy way 
out and behave like in the anecdote definition of a generalization: 
“A generalization is the plateau on which the tired mind of a scientist 
likes to rest.” 


Statement by Mr. Karl KUHNE (Germany) 


The discussions which are going on here are being conducted at 
an exceptionally high and scholarly level. As we have so many 
practitioners from so many countries here—I think they are in the 
majority—-I could have wished-— and I think that nearly all the 
theoreticians present would share that wish — that it would be pre- 
ferable for once, instead of hearing theoreticians talk about practical 
matters, to hear that practitioners talk about theoreticians, if only 
en the extremely rationalistic grounds that practitioners can only 
rarely be induced to say anything at all. Today they are far from 
their own countries, and what they say in their respective countries 
does not necessarily find a widespread audience. The theoreticians 
are in a much more favourable position; they write — and their writings 
are read. 


But we have nearly reached the end of this Congress, and we are 
still in the throes of theoretical polemic. We have been told that the 
opinions of the practitioners correspond to those held by theoreticians 
thirty years ago.1 You must admit, ladies and gentlemen, that this 
is a respectable achievement; theories come and go like fashions, and 
the most recent are not necessarily the best. In fact, a practitioner 
often does well to follow precepts established thirty years earlier. The 
situation is rather similar with regard to the welfare economy; I cannot 


1 Inspired by the following sentence from John Maynard Keynes: “Practical men. 
who believe themselves to be quite exempt from any intellectual influences, are 
usually the slaves of some defunct economist.” (General Theory, penultimate page.) 
(Ed.) ` x 
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help thinking that there is some scope for criticism and am not fully 
convinced by all that is said about it. One has heard it said about 
Lord Keynes that the national economy of the classical type, which 
was the main target of his attacks, never actually existed in practice 
— at least in the form in which he attacked it; in other words, he 
conjured up a bogey out of his own imagination in order to be able 
to exorcize it. I am not saying that all criticisms of the welfare eco- 
nomy are inspired by similar considerations; and I should like to say 
immediately that many of the more recent offshoots of the theory 
should be pruned back a little. 


During the discussion great names have been mentioned, such as 
those of Pigou, Pareto and Léon Walras. Although [have on 
principle no great respect for authorities as such, I should, before 1 
go any further, like to pay a tribute to their work. I have never before 
heard their work described in such cold, bloodless, and fanatical terms. 
Most of the writings of theirs which one reads to-day are about 
incomprehensible subjects. Their writings on subjects of immediate 
practical importance — such as Pigou’s book “Economics in Practice” 
have never reached a wide public, although they have been translated 
into a number of languages, including my own. One must, however, 
recognize that the theoreticians of the welfare economy — and Pro- 
fessor Tinbergen is one of the latest and finest examples — have at 
least developed a terminology which, more or less without realizing it, 
we now use. It is interesting, to note that Professor Rosenstein-Rodan 
himself finds something incongruous in the fact he uses this termino- 
logy (marginal costs, etc.). 


But nobody seems particularly discomfited by this situation. I feel 
that the situation is similar to that when America was discovered. 
As soon as Columbus came back with the report of the discovery 
everybody immediately started saying: “But of course, it is obvious, 
it was there all the time.” The same is true of the theoreticians of the 
welfare economy; they have made many discoveries which are today 
accepted as part of our normal way of thinking or as standard 
practice. Then, as the theoreticians who made these discoveries are 
no longer needed, they can be conveniently forgotten. 


I do not wish to go too far in my criticisms of Professor Tin- 
bergen’s report; but there are two points I would like to bring up. 
(As far as one of them is concerned, no criticism attaches to the 
Professor himself.) At the beginning of his report he said that there 
are two main branches of economic science with immediate practical 
application, namely business economics and welfare economics. I agree 
that the field of business economics lies somewhat outside the scope 
of Professor Tinbergen’s report; but I should have liked to hear more 
said on the subject at this Congress, if only because the main lines of 
the “whole theory of the relationship between business economics and 
macroeconomics and the whole theory of monopolistic competition as 
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applied to microeconomic problems can be traced back to Sraffa and 
Joan Robinson and ultimately to Pigou himself. These microeconomic 
analyses form a significant complement to. what Professor Tinbergen 
has told us here for a great variety of questions relating to public 
undertakings, which are of particular concern- to us here. I am con- 
vinced that welfare economics— as least as conceived by Pigou — 
originally had a similar value. But now Professor Tinbergen has 
talked to us at length about conditions which are not encountered in 
practice. In my opinion, however, these prerequisites, expressed in 
such extreme terms, were unnecessary, at least as far as Pigou was 
concerned; for in his writings on welfare economics he continually 
adopts the attitude that these conditions are not present. The main 
point is this (and here I agree with Mr. Thiemeyer): there is no such 
thing as an absolute optimum level of economic activity. To the best 
of my knowledge, this has never been questioned by anyone. It is 
rather like virtue in religion: it is a target and an ideal, but nobody 
ever reaches it or wishes to reach it— life would be too dull. People 
are quite content if they succeed in approaching this optimum to some 
greater or lesser degree, 

The welfare economy as Pigou envisaged it offers, in my opinion, 
a practical means of obtaining an approximate solution. I must say 
that what has been said recently at this rostrum reminds me of the 
famous paradox Arnow described — the situation in which nothing 
was proposed because everybody had proposals to make. This 
situation is rather reminiscent of the fable of the ass who could see a 
bundle of hay on his left and a bundle of hay on his right, but found 
them both equally tempting and was unable to make his mind up 
which to start on first and so starved to death. Something similar can 
easily happen to economists, and even to practitioners, and may well 
do so if we continue to carry on as we have done so far; for if all 
the different solutions proposed are discarded as unsatisfactory and 
we decide time and time again to defer our choice until the morrow, 
we shall find ourselves in the same position as the well-known army 
which has the best weapons of all precisely because it has no weapons 
at all—the explanation being that new and more perfect weapons 
are invented every day. 

However, I am digressing. I believe that we should make practical 
application of the solutions offered to us, and I consider one of these 
to be a welfare economy system—at least, as Professor Pigou 
described it. 

I have nothing to say on the subject of cultural policy; Professor 
Tinbergen himself only touched on the subject. However, I am con- 
vinced that economists should, like Professor Tinbergen, confine them- 
selves to talking about subjects they understand or are supposed to 
understand — namely economic problems. The maximisation of the 
social product is therefore a separate issue. I think that the great 
world crisis which we have lived through and which certainly gave 
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rise to appalling waste of human energy and of productive and other 
forces has taught us one thing, namely, that it should be an aim — and 
a reasonable one at that — to maintain the social product at the highest 
level the existing productive apparatus will allow. In any case, we 
can no longer permit the waste which the crisis and the mass un- 
employment of the 1930s gave rise to. There are many problems 
related to that of raising the social product to the highest possible 
level, and many of them are important ones; but it is not the place of 
the economist as such to discuss them. 


The real point here — I mean, as far as the discussion of the wel- 
fare economy and the value of the system for the national economy 
and its individual sectors is concerned —is as follows: one might say 
that that there are two schools of thought, represented respectively by 
Pigou and Max Weber. Max Weber takes the correct approach which 
I have just outlined; he considers that it is not the task or the concern 
of the economist to state “what should be”. It is rather like going to 
the doctor to be treated for a cold, having to listen to a long scholarly 
lecture on the theoretical origins of the cold, and finally having to 
go off to buy some paper handkerchiefs because the doctor is no help 
at all. 


This, however, is not the real point. Personally, I am convinced 
that Pigou — for whom, as I said before, I have unbounded respect — 
in attempting to describe conditions as they should be has had the 
intellectual courage to say out loud what is significant in economic 
development and how economic development should be guided. This 
is the kind of courage which national economists need, today more 
than ever before, 


Among the great names recalled by Professor Sellier is that of 
Léon Walras. Walras was not only a pure theoreticion with a mathe- 
matical approach; he was also, in his own way, passionately interested 
in political questions. He took up questions like land reform with 
great enthusiasm — although not always very successfully. But that 
was in his character. John Morris Clark, who developed the concept 
of workable competition, and whom I consider to be my spiritual 
teacher, is another example. Today theoreticians — at least, all except 
the most abstract ones— have nearly all admitted that all theoretical 
optimum systems are of no practical value and that one must, as Clark 
put it, accept a minimum of poison in the economy because it so often 
serves as an antidote to other poisons. 


But this concept of workable competition — and, more important, 
that of a workable economy as it has been evoked at this Congress — 
bring out the old fundamental question of whether the study of national 
economies can in fact give practitioners useful guidance in the solution 
of these microeconomic and macroeconomic problems. On the answer 
to this question depends the whole raison d’étre of the science and its 
teachers and students. For example, we hear it said that the European 
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authorities are still suspicious of the theory of welfare economics. 
Why should this be? Because an institution like the EEC must to a 
greater or less extent seek practical solutions for these problems; and 
if present-day theorists cannot offer solutions then it will have to turn 
to earlier theorists, precisely because they did attempt to find practical 
solutions to the problems facing them. Even if the attempts failed 
they were more worthwhile than the course of doing nothing at all. 


We may find a better approach in the near future. In the meantime, 
however, I think we should do as we are doing in Germany — namely 
adopt present-day approaches, and even past approaches, if they are 
practicable. Let me name one more great pragmatist to you; he was 
not concerned with theory, and has to a great extent been forgotten 
in Germany today — which is unfortunate, otherwise public economy 
would not be so harshly judged as it often is. His name was Adolf 
Wagner, and he incarnated the great tradition of financial science and 
practice before the turn of the century —a tradition which in my 
opinion was much more up to date than the thinking of a considerable 
proportion of our youngest students .today. 


Statement by Mr. Gabriel VENTEJOL (France) 


I have the honour of participating in this Congress in a double 
capacity. First, as a French trade unionist of the Force ouvrière and 
also as a delegate of the International Confederation of Free Trade 
Unions. I should like to try, in the few minutes that have been 
allocated to me, to shetch out rapidly the genera! ideas of the trade 
union movement about these problems, and, while doing so, to tackle 
some special points raised in the summary presented to us by Mr. 
Tinbergen. I ought to say that the general title of this report and of 
those that have preceded it facilitates the task of a trade unionist, 
because it is true that the trade union movement is one of the promoters 
of collective economy in the most comprehensive sense of the term. 


If planning has been adopted, especially in my country, it is 
because since 1919 we have been advocating planning and organisation 
of the economy, it is because after the great slump which shook the 
world after the ’30s, my organisation proposed a Labour Plan in 
1934, which laid the foundations of important reforms that have 
since been carried out. I am very keen, in this introduction, to 
point out how far the trade union movement, as an initiator, is 
closely linked to all forms of planning in the service of mankind, 
whether nationalisation in the sense of socialisation, whether co- 
operation or state enterprises in all forms. This is why I am keen 
to stress the link. I think that today no one, publicly, except for the 
rare exceptions which were mentioned yesterday on this platform, can 
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not be conscious of the necessity for collective economy, whether it 
be for ideological motives or for motives concerned with social and 
economic efficiency. 


In reality, the role of collective economy is becoming more extensive. 
First of all it is spreading geographically. We have had the opportun- 
ity yesterday of tackling European problems and we have seen that 
more and more economies are intermingling, becoming complementary 
and that without harmonisation at this level, we might suffer either 
over-equipment, causing wastage and painful conversions, or under- 
cquipment, causing stagnation or at the very least a slowing down of 
economic expansion. It is clear too that it would be difficult for us 
to establish regional balance in the expansion of our economy. | 
think that the complementary character of economies, as has been 
stressed this morning, also applies to the developing countries. | 
would like, in this respect, to point out my agreement with Mr. Barbier, 
when this morning he. spoke on this platform to stress the important 
role that we have to play in what has been called the tiers-monde 
(the developing countries) to set the example of collective economy 
and to display the perfectly adaptable models that we can, not of 
course impose, but propose to these regions of the world. 


I should also like to tell you that in a world undergoing profound 
transformation, where progress in technical and scientific method is 
so great, social problems ought to be occupying our attention. Indeed, 
rapid change and adaptation, if unplanned and disordered, if not 
accompanied by concern about social welfare, will necessarily become 
detrimental to man, the artisan of production. This is the reason that 
it would be necessary for our organisations, and ICRICE as well, 
faced with upheaval or, at any rate, changes, not merely in one 
country but in the whole of Europe and the world, to be able to 
propose a system of forecasting which will allow us to work out 
what social measures are necessary, for professional training and 
reorganisation, with the service of mankind as the primary aim. This 
continuous process should allow mankind to adapt itself to the 
necessities of modern production and to protect it against any conse- 
quences of technical progress that might be harmful to its interests 
and liable to crush the individual. 


For all of our countries and for Europe as a whole, it is necessary 
to have a policy of conversion and I listened this morning to what 
was said about the social cost of conversions. I am convinced, for 
my part, that if our States, if Europe, refused to pay the social cost 
of conversions, they would pay the economic cost. That is to say 
if, without the ambition, the will, to put into action suitable social 
measures, we would crystallise the structures in our countries, as 
well as European structures and if lack of adaptation was the price 
to be paid for the refusal to accept sufficient social measures, we 
should be condemned to economic stagnation or to a slowing down 


TINBERGEN’S REPORT 393 


of expansion. We should therefore make up our minds to face up, 
both now and in the future, to old and new problems raised by 
organisation and evolution in the economy, in any form, but it must 
be done without totalitarianism. I recall an expression used by 
Professor Tinbergen: “without regimentation of man and without 
establishing a collective economy of the barracks”. To tell the truth, 
there could be a great temptation to form a non-democratic organisa- 
tion, or, in any case one in which democracy would be purely formal. 
In effect the complexity of the problems, their interdependence, con- 
centrations, the rapidity with which decisions have to be taken, could 
lead us, if we were not careful, to a sort of centralism which would 
set itself up to be excessively devoted to planning and which would 
attempt to fix the future of men, especially in connection with the 
distribution of national wealth. We think, as far as income policy is 
concerned, — a thing that is impossible to deal with here in a few 
minutes — that it is not desirable to grant incomes to workers in the 
name of economic equilibrium, and we prefer, for our part, that 
income should be negotiated and not granted. That is why, faced 
with the potentiality of centralism, we think, for our part, that we 
should stress — and that is why I, like others, do so — the necessity of 
consultation and free negotiation at every level. I would like to add 
that a democratic collective economy presupposes the existence of 
intermediary bodies that are free and representative, notably the trade 
union organisation and political agencies, without which man would 
remain solitary, isolated, as against the State, which would have an 
even greater power if it were centralised in the way we have suggested. 

Let us now call to mind one of the problems which have concerned 
us and which are mentioned in Mr. Tinbergen’s report: the place of 
technique. I believe that in reality we do not have to set ourselves up 
in opposition but rather we should find out in what way our actions 
can be complementary and harmonised. I think, for my part, that 
the technicians have an important role to play in clarifying discussion 
and choices, but they cannot take the place of the different parties in 
the discussion, or pass judgments. What they should do therefore is to 
‘highlight the choices without, by so doing, eliminating any of the 
different possibilities, and without suggesting that technique alone. 
can overcome divergences, which are often economically and socially 
necessary, both for economic expansion and for social justice; besides, 
if we look forward to the future, is it not possible that tomorrow the 
technician runs the risk of being supplanted by, say, the electronic 
machine. I do not think that there is any opposition between the 
different patries, they are complementary and can be harmonised... 
What we need is a living and permanent democracy at every level, a 
moral philosophy, a humanistic civilisation adapted to modern times, 
decentralised in.action; and that is why I think that the basic units 
-of collective economy, the enterprises, the co-operatives, for example, 
ought to be allowed to play an important role in humanising planning, 
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in decentralising it and in placing it, to some extent, on the human 
plane, and I share the opinion of my colleague and friend Jules 
Milhau, when he told us yesterday that the problem of decentralisation 
was extremely important and especially that what is needed is the 
participation in regional affairs of militants and men of firm opinion, 
who are willing, in a democratic way, to seek out means for reviving 
their own regions. And then too, we should be convinced that this 
group of problems, that this democratisation, is linked to the education 
and training of man himself. That has already been said, but I would 
like to stress that today information most often comes from one side 
only, that it is monopolised, and that there is considerable dispro- 
portion between the means at the disposal of organisations and the 
means that have today been seized by the State in many countries. 
It is extremely clear that democracy cannot function except when 
there are sufficient and equalitarian means for educating and informing 
the population as a whole. This is the example that we ought to set, 
this is the model that we ought to display both to our adversaries, to 
those who observe us and to ourselves. To be sure, democracy is 
difficult; it is perhaps the most difficult form of government and that 
is why all of this is hard to put into operation, and why that deserves 
an effort on our part. I think, for my part, that we have, to parody a 
famous saying: “to undertake, to persevere and to succeed”. 


I should like, in conclusion, to say this: whoever we are, trade 
unionists, heads of collective enterprises, technicians, we must have 
apart from essential skills, which anyone can have— a common deno- 
minator: this denominator — the powerful mainspring without which 
we would be nothing, without which collective economy would do 
nothing — is that we are all militants. 


Statement by Mr. Gisbert RITTIG (Germany) 


in nearly all the papers and speeches delivered to us so far the 
- words “planning”, “programming”, “indicative planning” have been 
used in one sense or another. In some cases the meaning behind the 
words has been clear; in other cases it has not been so clear. I think 
I can say, however, that this Congress has concentrated on planning 
more than earlier congresses did. This is particularly clear from the 
introductory reports submitted by Professor Rosenstein-Rodan and 
Professor Tinbergen. 


It is surprising that the concept of planning has acquired a new 
lease of life today, when the long, long discussion on problems of 
planned economy seemed to have died out. The reason for this new 
awakening of interest is well known; it is due to the deeper under- 
standing of the interconnections between events and circumstances and 
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the greater possibilities of establishing national accounts and national 
budgets which statistical and econometric methods have provided us 
with. 


Obviously, anybody who has at his disposal the techniques requisite 
for planning wants to try them out. However, the problem facing us 
is much deeper than one based on desire to experiment. We have to 
answer the question: “Why should there be planning?” This question 
has been discussed in detail. Professor Rosenstein-Rodan spoke on 
it comprehensively and convincingly with particular reference to the 
inadequate functioning of the price mechanism, while Professor Tin- 
bergen was more concerned with the direction of the economy in 
accordance with welfare principles to provide a greater measure of 
individual well-being for all. 


I think that I am speaking on behalf of many of us when I say 
that we are convinced by the logic of these arguments. On the other 
hand, many of us— and particularly those of German nationality — 
have some hesitation relating to the compatibility of the concepts of 
planning with the principles of our free world; as you are certainly 
aware, many of us are allergic to the very idea of planning. The 
people of whom I am speaking now do not seem to be satisfied by 
the adoption of milder terms such as: “indicative planning” or “out- 
line planning” — terms designed to allay certain fears; for the use 
of different terms to describe the same thing makes little difference to 
the thing itself. The fact is that in ali planning there is an inherent 
and well identified danger, namely that those responsible for planning 
will lose all touch with the people on whose behalf they are supposed 
to be planning. 


These fears will not be allayed by reference to higher productivity, 
a larger social product and a higher rate of growth than could be 
achieved in an unplanned economy. Certainly these people will not be 
satisfied by verbal assurances that a certain measure of planning is in 
spite of appearances compatible with the principles underlying our 
freedom and the free world in which we live. In order to ensure that 
these genuinely modern methods of organising an economy — which, 
one must admit, are more rational than those generally accepted in 
earlier years — do not appear in too unfavourable a light, we would do 
well to take the trouble (possibly a little more trouble than Professor 
Rosenstein-Rodan and Professor Tinbergen have taken in their reports, 
which are by and large extremely optimistic, and others have done in 
their speeches) to seek methods of introducing planning in stages 
which will obviate all risk that the planners will. lose sight of the 
interests of those for whom they are planning. In this connection 
there are two points which I consider to be of particular relevance to 
our discussions. 


Firstly, Mr. Rosenstein-Rodan himself said quite rightly just now 
that the price mechanism is not an adequate regulator of the direction 
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and volume of investment. Somebody must see that they are regulated 
more satisfactorily. At this state of the discussion it is frequently 
suggested that the political authorities would be the best “somebody”. 
I, however, am convinced that we theoreticians should not acquiesce 
so readily to the suggestion that this is a purely political matter. | 
think that we should rather seek new methods of ascertaining, more 
accurately than the price mechanism can, the over-all and sectorial 
levels of investment, the rates of growth, and the distribution of 
expenditure between present and future needs the people on behalf 
of whom the plans are framed consider desirable in order. that they 
may continue, not only to feel free, but actually to possess freedom 
as far as these decisions are concerned. Methods of this kind must 
be sought; and I must admit that in this field we theoretictans have 
probably not done enough. I can imagine that co-operatives — to quote 
only one example— might accept the task of experimenting with 
techniques to determine the will of their members. 


All too often insufficient account is taken of this factor. The 
failure to take it into account is due to purely fortuitous factors and 
has not yet been offset by estimates and sample surveys. In this field 
we must do everything possible to ensure that we are never subjected 
to what might be termed the dictatorship of particular theories and 
models of growth. 


The field of wages is another typical example. Notwithstanding all 
the respect one may have for national budget accounting systems and 
their application, one must nevertheless, if arbitrary restrictions on 
freedom are to be avoided, be very careful to distinguish between 
dependent and independent variables. There is, moreover, a danger 
here that wages, which by their very nature are an end, may for the 
sake of the will of the community become an instrument. Here again, 
every precaution must be taken to ensure that, for example, wages, 
considered from the standpoint of national accounting, are not de- 
graded to the level of a mere instrument of economic policy. Wages 
and incomes are— at least to a certain extent-— ends in themselves. 
For instance, a forecast that certain measures would have to be taken 
with regard to wages for reasons connected with the national budget 
would be unconvincing and unacceptable if in fact the cause of the 
danger to the economy as a whole lay elsewhere — for instance, in 
the country’s monetary system. 


For the same reasons-—that is to say, in order to ensure that 
modern planning of the liberal type is kept free from all defects, to 
take the wind out of the sails of the opponents of planning of this 
type in advance and to forestall any accusations that it involves 
coercion — we must (and here I fully agree with Professor Tinbergen) 
adhere as strictly as possible, in the interests of achievement of the 
maximum welfare, to the principle of price-setting in terms of marginal 
costs. This also applies to public undertakings. For under such a 
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system we have at least a theoretical and possibly a real guarantee 
that we are on the right track and are as far as possible avoiding 
making uneconomic use of the available resources. 

Admittedly, in practice not all these strict theoretical requirements 
are met. Take for instance the problem of the division at will of 
factors of production. No solution based on the premise of long-term 
marginal costs is satisfactory. And yet, from the strictly theoretical 
standpoint, it is true that the application of welfare principles and 
the achievement of maximum welfare are only possible if all the 
necessary conditions are simultaneously complied with. In practice, 
however, somebody has somewhere to start moving in the right 
direction. Public undertakings cannot do so and, in my opinion, do 
not seem to want to do so. The idea that things are wrong because all 
the necessary conditions are not fulfilled and that it would therefore 
be preferable to direct one’s action as if nothing can be done — the 
course of action which was proposed to us just now — seems to me 
rather like suggesting that because man has fallen into sin he should 
in advance abandon any attempt to become virtuous. 


Here again, the motive underlying my thesis is not only theoretical 
but also important from the practical and political viewpoints. It is 
this: the science of modern planning or programming will find itself 
in a weak position if it permits the abandonment of welfare principles, 
no matter how sound the principles and postulates on which that 
abandonment is based may be. Its protagonists would no longer be 
abie to say that they are not interfering with human freedom. 


There is one point on which I cannot share the optimism of Pro- 
fessor Tinbergen and the other welfare theoreticians: namely that 
genuinely inter-subjective comparisons of use are or ever will be 
possible. I believe, and I have attempted to prove elsewhere, that the 
way in which human beings develop their use patterns will always 
be a closed book for us economists. We must leave this field open 
to them as individuals; and as economists we must endeavour to give 
them the greatest possible freedom of choice. Consequently we must 
not give up attempts to promote maximum welfare on the economic 
side. Let me give you one rather over-simplified example. The 
cigarette vending machine is almost as perfect a machine as can be 
designed; it offers what is almost optimum service, even for exacting 
smokers, and yet leaves complete freedom for subjective decisions. We 
might conceive our task as that of improving the economic apparatus 
— for the economy is a piece of apparatus—to such a pitch, even 
by the use of planning methods, that even where these methods are 
used freedom in matters of subjective relations will remain entire and 
that the arrangements made to allow the greatest possible range of 
freedom of movement, however systematic they may be, will nonethe- 
iess not encroach on the field of subjective decision-making. 

I do not feel the urge to bring up these points on grounds of logical 
or theoretical pedantry. They all have to be considered with care in 
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the application and justification of a more rational system which all 
of. us desire — namely a rational system of the kind to which liberal 
planning belongs. A system of rational planning based on the prin- 
ciple of freedom must avoid introducing restrictions precisely in fields 
‘affecting freedom. I think I have thus shown the importance, from 
the points of view of politics and social psychology, of these remarks, 
which otherwise might appear purely theoretical in character. 


It is not sufficient merely to propose a more rational system; this 
point has been made here time and time again. In this connection 
I disagree somewhat with Professor Rosenstein-Rodan. Even the 
rationalists — of whom I am one — would consider it insufficient. For 
one of the principles underlying rationalization is the fact that its aim 
is the service of human beings, not as we or a planner imagine them to 
be, but as they themselves are, as they want to be, or as they could 
be educated to be. Everything which is directly and entirely human 
must be placed: outside the province of the planners and remain so; 
only if this is so can liberal planning be really free of defects. 


I felt I had to draw attention to these points because they were 
vital ones which had been overlooked. Their exploration will be a 
task of some mney, not only for us theoreticians, but also for 
practitioners. 


REPLY AND SUMMING-UP BY PROFESSOR JAN TINBERGEN 


Netherlands School of Economics, Rotterdam 


l. The organisers of this conference have asked me jointly to sum- 
marise our discussions and my own report. I have tried to arrive at 
such a synthesis by taking my report as the framework and insert into 
it the subjects discussed and the opinions expressed. 


The subject of our conference is twofold, as is brought out by the 
title chosen by the organisers: the organisation of production to serve 
mankind — planning in the enterprise, in the nation and between 
nations. Indeed these are two subjects, although intimately connected. 
First, the organisation, that is, the set of socio-economic institutions 
and their instruments of action, or, in other words, their policies, and 
secondly, the preparation of these policies and even of the creation of 
institutions, that is planning. If we speak of the organisation “to serve 
mankind” we indicate, as it should be done to define a régime, its aim; 
an aim that should be further specified still. At the same time we know 
that any régime must operate within the framework set by the limited 
means at our disposal. 


The aim always boils down to maximising: something under the 
restrictions imposed by the limited quantities of production factors and 
by the laws of production. 


The general aim may be translated into maximising human well- 
being, where the latter must be defined in as general a way as possible. 
Among us there is general agreement that well-being does not only 
depend on the material goods available to us, but also on the education 
available, on cultural elements in general and, in addition, on the 
distribution of all this; finally on such elements as the degree of 
democracy — in brief, on all the human values for which we have 
struggled for a century or more. 


2. The fact that the maximum to be acquired is a conditional 
maximum implies that we cannot have all the goods, all the education 
or all the democracy conceivable or desirable, but have to compromise; 
we must content ourselves with what is possible with the limited means. 
In order to obtain, for instance, more democracy, we must sacrifice 
some material goods. The optimum compromise depends on the relative 
values attached to these different elements of our well-being — values 
which one may be able to measure by public opinion polls, as is done 
more and more. 
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We must not forget, however, that in a hungry world primordial 
importance must always be given to material goods. If, in addition, we 
must manage with limited means, it follows that we must be efficient —- 
whatever the precise goal— and that this efficiency constitutes the 
common feature of all productive activity. That is to say that not only 
private enterprises, but public and co-operative ones as well, must be 
efficient and cannot neglect to be so. 


In other words: the source of all we can provide ourselves with 
remains production and for this reason the national product remains 
very important as an aim, even if there are at the same time other aims. 
This is perhaps also the reason why the communists have always given 
so much importance to production. 

The poorer a community, the less can one deviate from ‘the possible 
maximum of national product; this is perhaps also the reason why in 
the beginning of the nineteenth century, and still today in developing 
countries, the aim of production has been so much stressed. 

One should not see too much of a contrast between the private 
enterprise and the co-operative; the former can only make profits when 
it takes into account the needs of the people: otherwise it will, generally 
speaking, not be able to sell its products. 


3. The more precise formulation of the general aim implies an 
optimal method to take group decisions; in order to arrive at a welfare 
maximum one has to know how to distribute consumption among indi- 
viduals in an optimal situation. There are possibilities that one day 
economic theory will be able to indicate better methods than those 
applied today, in order to arrive at the optimal distribution. Demo- 
cratic voting (the system of the majority vote) does not necessarily lead 
to an optimal distribution, if only vested interests or their repre- 
sentatives participate in the vote; perhaps we must give more influence 
to certain types of experts (general experts or rather wise men or 
women). To the extent that interested parties are represented they 
should, however, be represented by all of them. 

As I indicated in my report, I think that we can use much more 
intensively the theory of welfare economics, if it be modernised. In 
this sense I agree.with Professor Horvat, who said that once perhaps. 
economics will be a real science. As will have been understood, I am 
much more positive with regard to the possibilities of developing 
welfare economics in a useful way than Messrs Thiemeyer and Kühne; 
but I agree with the former that in its present form this theory is not 
very helpful. 


4. Welfare economics, as I see it, should — 


(1) base itself on the assumption that we can compare utilities of 
different persons. 1 admit that we cannot yet make such compari- 
sons in a very precise way; we are only able to do so in extreme 
cases; but medical and psychological science seem already to 
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have available partial methods. For the time being the comparison 
of personal utilities is best made in the minds of wise men and 
women. The assumption of the possibility of comparing utilities 
simplifies enormously the form and presentation of welfare eco- 
nomics. 


It should also — 


(2) introduce the modern laws of production — that is, admit the exist- 
ence of external effects and diminishing costs (because of indi- 
visibilities) — thus it would become more realistic, as desired by 
Dr. Thiemeyer; 


(3) consider as the unknowns of the problem of the optimum regime 
the institutions — neglecting, as a first approximation, as indicated 
by Professor Lermer, their costs or inconveniences; and finally; 


(4) look for a set of institutions satisfying the entire set of conditions 
of maximum welfare, 


If one cannot find such a group of institutions, one must sometimes, 
as a second best, content oneself with a group which approaches the 
maximum situation as much as possible, 


Sometimes one will find that the absence of one of the characteristics 
of the maximum, forces one also to deviate from some other maximum 
conditions. Among the features of the optimum we have, as I indicated 
in my report, the lump-sum redistribution of incomes. If this is absent 
(as under pure laissez-faire), there may be good reasons also to deviate 
from the condition of uniformity of prices. This means that in those 
circumstances a discrimination in favour of low-income groups may be 
advocated, for instance, by lower prices for some goods to be paid by 
low-income families. 


The advantage of developing welfare economics may be that we 
can reduce some political controversies to objective problems. We 
may even use welfare economics. as an instrument of objective analysis 
of the differences of opinion between communists and democrats. 


A remarkable conclusion one can already draw now is that the mere 
maximisation of welfare already requires radical measures of redis- 
tribution. 


For the reasons discussed I believe that the economist’s role, men- 
tioned by Professor Lermer, can indeed often be to reconcile different 
interests; the experience in Holland since the war has been very 
encouraging. 


5. Although the reformulation of welfare economics has not been 
undertaken in a precise way it seems to me that the main lines of the 
optimal régime are already visible and I am going to give my personal 
impression of them. That brings us to the first subject of our 
conference, that of organisation or of the institutions characterising 
the optimum régime. I will discuss them briefly in succession. 
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(1) First of all, there must be a public sector, as has been said also by 
Professor Rosenstein-Rodan and Mr. Pröbsting. Its justification is 
given by — 

(a) the possible lack of private initiative; 
(6) the existence of external effects; 

(c) individualities; and 

(d) the necessity to “break” monopolies. 


In my report I mentioned a long series of activities pertaining to 
the public sector. I doubt, however, whether one should make 
available energy and transportation to the public at prices below 
their marginal costs in order to attain certain aims of regional 
development. Here I think one had better apply direct subsidies, 
as for instance, subsidies on employment of labour. I think that, 
for instance, manipulated railway rates have undesirable conse- 
quences at other spots, 


Co-operatives perform tasks of general interest and may for 
that reason be treated as part of the public sector. This was 
clearly brought out by Professor: Weisser. I want only to quote 
here one single statement of his report, well taken in my opinion: 
the service principle remains the basis of inspiration of a group 
of’ important people. I like to add: and of sympathetic People, too 
few in number only. 


(2) There is also a sufficient justification for a private sector. It is, 
first, admissible according to the criteria of the welfare optimum 
and secondly, often. more efficient than the public sector, in all 
activities not showing external effects or marginal costs lower than 
average costs. The private form will often be appropriate for 
industries with a small optimum size, although also co-operatives 
may serve these industries. In a general way, the private sector 
should be influenced in an indirect way, as was observed by Pro- 
fessor Rosenstein-Rodan. Mr. Sellier reminded us that the relative 
importance of the public and private sectors depends on political 
factors just as much as on purely economic ones. 


(3) For many goods and services the institutions of a free competitive 
market is useful and leads to the fulfilment of the optimum condi- 
tion that prices must be uniform (without discrimination) and that 
monopolies are harmful. Under certain circumstances the operation 
of the market cannot be left to the free forces, but should, on the 
contrary, be expressly organised. Monopolies can also be fought 
by co-operatives, as has been remarked by Messrs Weisser and 
Amaduzzi. 

For industries with diminishing costs (because of indivisibilities) 
two-part tariffs can be useful: they combine the condition that 
marginal units must be made available at marginal costs and that, 


(4) 


(5) 


(6) 
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for private enterprises, all costs must be covered. For markets in 
disequilibrium shadow or accounting prices may be recommended 
as an instrument to correct decisions; to the extent that shadow 
prices differ from actual prices, subsidies or taxes may correct 
private decisions. To the extent that the procurement of large 
quantities of some goods is definitely less costly than that of small 
quantities, price differentiation may be accepted, as recommended 
by Mr. Costarelli. 


A very important institution is the fax system, necessary as soon as 
there is a public sector. The anti-cyclical role of some taxes has 
been mentioned by Mr. Rosenstein-Rodan. Welfare economics 
requires a lump-sum redistribution of incomes. That does not 
imply that everybody pays the same amount, as Mr. Thiemeyer 
thought, but only that taxes must not falsify marginal decisions. 
More concretely it implies that neither indirect taxes nor personal 
income taxes are compatible with the optimum. Among the taxes 
already applied wealth taxes are closest to the ideal. More 
generally speaking, taxes should be based on productive capacities 
rather than on the results of production, such as income. One of 
the functions of the ideal tax system is precisely that it forces 
everybody to use the capacities available. The argument that a 
tax on wealth would damage savings loses strength by the fact 
that a large part of savings could be public savings — an arrange- 
ment which recommends itself for other reasons also. Decisions 
on savings show external! effects and that makes it desirable that 
they be not left only to individuals and enterprises. These effects 
have also been mentioned by Professors Rosenstein-Rodan and 
Lermer. 


All the institutions mentioned should show an optimum degree of 
centralisation. The most important principle to use in order to 
arrive at this optimum is again the one of external effects. Messrs 
Mey, Moback and Amaduzzi explained why some types of pro- 
duction have to be carried on in a rather decentralised way, 
whereas others must be centralised. 


A very important element of the optimum order is education 
(instruction, training and general education), not only for cultural 
reasons, but also to increase production (as was stressed by 
Mr. Martinoli), to improve co-operatives (as observed by Messrs 
Weisser, Schmidt and Vukovich) and better to inform consumers 
(mentioned by Mr. Schmidt). Moreover, a more intensive training 
of qualified men and women may make the income distribution 
more equal: not only by the increase in income of those trained but 
also by improving the market position of the persons who remain 
unskilled. 
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Finishing my exposé on the optimal order I want to emphasize the 
importance, for a true democracy, of personal attitudes, so well 
illustrated by what Professor Weisser told us about his reorganising a 
municipal enterprise. I would like to add, as a European, that I feel 
that we can learn something, in this respect, from our American friends. 
In Europe — with the exception of the Scandinavian countries — there 
is so often, in personal attitudes, an element of tradition and formality 
which I feel is not democratic. 


6. After having discussed the optimal organisation of society I am 
going to deal with the planning of its policy. I-state that among the 
rapporteurs there is general agreement on this subject. I could add that 
one of the recent successes of the community idea seems to me to be 
the fact that even Mr. Erhard has accepted as useful:some degree of 
planning. The rapporteurs are also in agreement on the point that 
this planning should be mandatory for the public sector, but in general 
indicative only for the private sector (as said by Mr. Uri). For this 
sector it should not, however, always be. only indicative, as was 
rightly observed by Professor Angelopoulos: I want to add that I 
consider the role of the planner as an advisory one. 


The use and even urgency of planning have been stressed 2 Pro- 
fessor Rosenstein-Rodan, who mentioned four types ‘of equilibrium 
which are not automatically maintained. He also mentioned that 
planning adds information to private investors and thus facilitates 
decisions on investment. By the computatiori of alternative develop- 
ments planning enables us to estimate the “social costs”, of some 
aims: we may deduce from them what amount of national product has 
to be sacrificed in order to attain one of the social aims. 


Recently the use of planning for education was discovered, as was 
observed by Professor Ahumada; one of the reasons being that there 
are very long delays involved in the process of human training and that 
without planning these could lead to much larger errors than with it. 


Let us add that the example of France in the field of planning has 
been remarkable and encouraging; today we are highiy interested in 
the new attempts made in Italy. 


As for the techniques of planning, Í want first to stress ‘that nowhere 
does one plan everything; always, some initiatives must be left to those 
on the spot. Even with this limitation planning is a complicated process 
that one may facilitate by certain simplifications, as emphasized by 
Professor’ Rosenstein-Rodan. Generally speaking, planning: in four 
phases, as I stated elsewhere, recommends itself. 


An interesting element is the one of procedure, by which phrase I 
indicate the outside contacts and their time order. These contacts 
recommend themselves for reasons of democracy as well as of inform- 
ation. Through these contacts the private sector, including trade unions, 
may exert a certain influence; there is scope even, as Mr. Verret said, 
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for a “permanent dialogue”. As was remarked by the representative 
of the Free Trade Unions, the latter have always advanced this idea. 
These contacts are also useful, as Mr. Rittig said, in order to avoid 
“the dictatorship of models” — provided one does not forget that the 
primordial service models render us is to eliminate inconsistencies. 


7. After having summarised our discussions on the organisation of 
society and planning in general, I now propose to add some remarks 
on the specific aspects they show at the various levels we discussed: 
the world level, the continental, the national level and the one of the 
enterprise — either public or co-operative. 

As for the world level, we are all very happy that ICRICE invited 
Messrs Dantwala and Kano to make their contribution to our Congress, 
in order to remind us of the problems around our area. Interesting 
discussions have been held on their topics — such as those presented 
by Professor Fisher and Mr. Stassart. I am in full agreement with 
Professor Horvat when he tells us that the diverging development of the 
levels of living of the various continents constitutes today’s most 
important social problem and that this development in unacceptable 
from the human point of view. This is why in this field above all our 
aim must be to arrive at a converging development of real per capita 
incomes, requiring the development of low-income countries, as said 
once again by Mr. Hagnell. 


The most important instruments necessary are capital transfers and 
technical and training assistance, Europe must by all means raise its 
contribution here and Mr. Barbier thinks that also the co-operatives 
can play their part. The transfers may be transfers in kind from 
surplus food stocks, but Mr. Rosenstein-Rodan reminded us of the fact 
that they cannot constitute more than about one-sixth of total aid 
required. Mr. Uri launched an interesting idea, to use “earmarked 
money”, an idea also defended by my friend Van Glinstra Bleeker. 1 
When Mr. Barbier speaks of the “failure of the operation-gift” I want 
to reply that it is in my opinion not a question of gifts but of rights. 
We must consider the world — or at least the non-communist world — 
as a whole and there should be a central authority financing certain 
investments, as do our own governments inside our countries, without 
asking whether the investment made in any one region is perhaps 
financed by other regions. 


The envisaged development must occur under conditions of stable 
prices and in a non-protective atmosphere — in any case from the side 
of developed countries, as observed by Messrs Hagnell and Adamovich. 

As for the necessary institutions to carry out such a policy I only 
want to stress once again that in my opinion we need a world treasury. 


1 R.J.P. Van GLINSTRA BLEEKER: Guided Money, Amsterdam (North Holland 
Publishing Company), 1956. 
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The necessary. planning must be done by and is in preparation with 
the United Nations. 


8. Let us now discuss the continental level. It appears that all pre- 
sent here are proponents of the establishment of a continental régime, 
through European integration. It is also desirable that other continents 
be integrated, such as Latin America, the Arab region and Africa. 
Three main reasons have been discussed. First, certain instruments of 
economic policy must be centralised in order to arrive at an optimum 
situation; next, some large investments in the heavy industries can best 
be made jointly; and, finally, there are a certain number of “non-viable” 
countries, 


As for Europe, the main reasons why we want to integrate ourselves 
is that we want to participate, as a unit of comparable size, in the 
discussion on world policy, now mainly a dialogue between the two 
giants — the U.S.A. and the U.S.S.R. 


Mr. Uri spoke to us in a lucid and convincing way on the European 
plan and we are happy to learn from Mr. Gazier that a beginning will 
be made in EEC. At this point I only want to observe that the sub- 
division of a European plan into national plans seems to me to be a 
problem not yet sufficiently discussed. What should be the aims of 
such a “regional policy” at the European level? As Mr. Uri himself 
said, precise ideas often are still lacking. We do not know either all 
the forces at play. Some have feared that European integration, like 
that of the United States and of Italy, would lead to a too strong 
concentration of activity in the already richest regions. It seems to me 
that here also we must adhere to an aim of converging development 
and use as instruments infrastructure investments and employment 
subsidies, which I have already mentioned before. 


9. I am now coming to the national level. In view of the fact that 
power is still concentrated in the hands of national governments this 
type of policy and planning is still the most important one in real life. 
Much of what we discussed on the optimum régime and its planning 
applies, first of all, to the national level. Even with continental inte- 
gration important tasks will remain with national governments, suçh 
as cultural and social tasks and the creation of national industries in 
the sense I gave to that expression. In our mixed economies, in order 
to attain the goals, a rather important number of instruments such as 
taxes, government expenditures, infrastructure investments, etc., must 
be manipulated. A topic for debate would perhaps be the instrument of 
wage rates. I for one am strongly convinced that the government must 
have the right, in the common interest, to occupy itself with wage levels, 
which are the main determinant of price levels. But I want to add that 
I see this only as a possibility in a situation of mutual confidence 
between the government and the trade unions, as has generally been 
the case in the Netherlands since the war. 
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I don’t want to add much on the fechniques of planning to be 
applied at the national level. I only want to mention, alongside with 
the input-output method, what I call the semi-input-output method. 
One could also repeat here the remarks already made on regional 
policy, mentioned by Minister La Malfa, which needs further study. 
Some speakers have stressed the difficulty that the members of parlia- 
ment can no longer know, in the present circumstances, all the details 
known to planners as well as governments and the need for an 
information service for parliamentarians. 


Let us finish the discussion on this level by repeating Mr. Ahumada’s 
remark: it is much more difficult to implement a plan than to make it! 


10. We have now arrived at the micro-economic level, that of enter- 
prises, Let us first consider the public enterprise. Its justification has 
already been discussed. I have already expressed my concern that 
sometimes special tasks are being given to public enterprises which 
should not be imposed on them. As an example I mentioned the 
obligation to charge prices below even marginal costs. I share this 
concern with Mr. Verret. 


As for the organisation and gesture of public enterprises many 
forms exist, as Mr. Psaros has reminded us. Professor Saraceno made 
a distinction between two main types — public services, often having a 
monopoly, and productive enterprises, often in competition, direct or 
indirect. The importance of remaining efficient has been stressed in 
my general remarks and Mr. Saraceno dealt with the difficulties which 
arise when there are no indicators of efficiency, such as profit for the 
private enterprise. As the most appropriate organisation to this end the 
rapporteur recommended a high degree of independence of management 
and a position comparable to private enterprises, that is, without privi- 
leges and without additional charges. He also emphasized the use of 
good cadres and of a cautious gesture. Finally he stressed the need 
to form industrial groups, financed by a central financial organisation. 


Apart from the other advantages planning may introduce, it may 
moreover represent a help for efficiency, by formulating aims and 
criteria. If may also show to government and parliament the costs, in 
terms of national product, of some additional aims envisaged. It goes 
almost without saying that the enterprise’s plan must be co-ordinated 
with the national plan, as Mr. Psaros pointed out. 


11. As the last topic I am now going to summarize the discussion 
on co-operative enterprises. Their aims have been enumerated by Pro- 
fessor Weisser; among other things he mentioned: to serve the interests 
of low-income groups, to maintain competition and a diversity of 
objectives and to oppose suggestive advertising. It should not be 
forgotten, J think, that these aims can best be served if the enterprise 
operates efficiently. 
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- The most desirable organisation, from: the point of view of some 
aims, is one of small units, where human values can more easily be 
safeguarded. But, as have observed Messrs Weisser, Mey, Lacroix 
and Hirschfeld, there are production laws which force us also to accept 
larger units. Here we have an example of the compromise sometimes 
necessary, of which I spoke in the beginning. In order to compete 
with monopolies and to serve the interests of low-income groups the 
most efficient methods of production must be used and that sometimes 
implies larger units. There will then be some. loss of democracy; but 
Messrs Moback and Lacroix see other means than the general meeting 
to inform members and to let them participate in the activities. The 
most intelligent among the co-operators have got access to the higher 
strata of our society and can support our ideas in their midst. On the 
other hand it should be recognised that there are relatively clear limits 
to what the co-operative idea can perform. it is remarkable, for 
instance, that peasants’ co-operatives cover all sorts of auxiliary and 
supplementary processes, but never, in the West, the agricultural pro- 
duction process proper. 

The co-operatives’ price policies usually are, in accordance with 
welfare economics, to charge market prices and to refund to members 
the profits. 

Planning may, as in the case of the public enterprise, help to raise 
efficiency. Messrs Moback, Lacroix and Hirschfeld have elaborated 
some possibilities in this field. 


Ladies and gentlemen, I think I have now arrived at what one of 
the speakers called the plateau—-to be sure, the plateau of the tired 
economist; I have finished my bird’s eye survey. I excuse myself for 
all the possible omissions and misunderstandings; I hope there are-not 
too many of them and I thank you for your attention. 
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IX. RESOLUTION. CLOSING SPEECH 


SUBMISSION OF THE RESOLUTION 


by Paul LAMBERT, 
Professor at Liège University, 
Director of the ICRICE 


Just before the Congress opened the Council of the ICRICE 
appointed a Resolutions Committee consisting of the following persons: 

Mr. Werner JACOBI, of the German section; 

Mr. Karl PROBSTING, of the Austrian section; 

Mr. André HIRSCHFELD, of the French section; 

Mr. Demetrios PSAROS, of the Greek section; 

Mr. Giacomo MANTEGAZZA, of the Italian section; 

Mr. Werner BLEILE, of the Swiss section, and 
‚myself on behalf of the Centre and of the Belgian section. 


There does not remain sufficient time to allow me to comment on 
the proposed resolution. I do not think that this matters very much, 
as the text — which I am about to read to you— is extremely clear. 

The Council of the ICRICE had expressed the wish that only one 
resolution should be submitted to the Congress and that that resolution 
should be brief and couched in terms which would not be offensive 
in any way to any supporter of the principles of collective economy. 

] will now read the resolution to you. 


THE ORGANISATION OF THE ECONOMY IN THE SERVICE OF MAN 


RESOLUTION 
The Sixth International Congress of Collective Economy, meeting 
in Rome on the 8th, 9th and 10th of April 1963, declares: 


1. The whole economic system must be organised to serve the interest 
of mankind. This implies a continual rise in income for the whole 
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world, and a better distribution of income. The policies pursued 
and the methods of their execution must be such as fo use pro- 
duction processes as a way of liberating mankind, and not as a 
means:to subject or debase man. 


2. To this ‘end, economic processes must take place within a frame- 
work of political democracy, which has as its keystone independence 
on the judiciary from the executive and the right of an organised 
opposition to publicize its view; there. must be no misuse of modern 
mass media to control ‘public opinion. 


3. In order to achieve the aim of a balanced development of the 
economy for the benefit of mankind, and, in particular, to solve the 
problem of world hunger and to build Europe, and to ensure an 
adequate rate of investment, we must ensure that public action —- 
regional; national, and international — is planned. Moreover, this 
planning must be democratic, in the sense above all that consumers 
.and workers should be associated as much with the original com- 
position of the plan or the programme as: with its execution. 


4. Public enterprises are a powerful instrument, for ensuring within 
the economy as a whole the objective just defined, quite different 
from any pressures that might ‘be exercised in an authoritarian 
economic system. The usefulness of such enterprises will be the 
greater the more that, within the framework of general directives 
on economic policy, ‘they exercise a freedom of administration and 
the more also they achieve their tasks at the lowest. possible cost. 


5. Co-operative enterprises also have tasks to perform in the public 
inferest. They offer an example of an economic activity which 
contributes to the raising of the- moral and intellectual level of 
mankind, without any subjection to state control. They can serve 
the ends of political economy to the extent that they participate in 

the drawing up of the fundamental lines of such a policy. 


‘6. A closer collaboration between all forms of collective economy must 
be sought. 


VOTE ON THE RESOLUTION 


Mr. Delbouille: 


On your behalf I should like once again to thank the Resolutions. 
Committee. I feel that it has succeeded in summing up the unanimous. 
views of this Congress. I now ask you, as I did at the Vienna Con- 
gress, to adopt this resolution by acclamation. 


(Prolonged applause.) 
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CLOSING SPEECH 


by Mr. Maurice DELBOUILLE, 


Professor at the University of Liége, 
President of the ICRICE 


The Sixth International Congress on Collective Economy is drawing 
to a close; and I think the time has come to tell our friends in the 
Italian national section, who organised the Congress, how successful 
their labours have been. 

The large number of participants is extremely gratifying; but the 
number of countries represented is even more so. The old faithfuls — 
Italy, France, Yugoslavia, Switzerland, Germany, Austria, Greece and 
Belgium — are represented in force; and this year we have met, in 
larger numbers than ever before, friends from other countries of 
Europe-—the Grand Duchy of Luxembourg, the Netherlands, Great 
Britain, Sweden, Norway and Finland; but the most striking fact in 
this connection is that for the first time representatives of India, Vene- 
zuela, the United States, Canada and Japan have taken an active part 
in the Congress’s work. Clearly, the ICRICE is propagating its message 
throughout the world — exactly as its founder wished it to do. 

I want to say here once again how much the Centre owes the 
spread of its influence to my colleague and friend Paul Lambert, the 
director of our working organ; he is ever present, ever active, ever 
ready to place his many gifts unreservedly and devotedly at the dis- 
posal of the ICRICE. 

We were sorry that the President of Italy was unable to fulfil his 
intention of attending our opening meeting; however, we are extremely 
grateful to him for his friendly message. 

We also very much appreciated the active assistance given by our 
friend Professor Roberto Tremelloni, Minister for the Treasury and 
Chairman of the Italian national section, and the interest shown in our 
work by Mr. Codacci Pisanelli, the Minister responsible for relations 
between the Government and Parliament, Mr. Ugo La Malfa, the 
Minister for the Budget and the National Accounts and Mr. Glauco 
Della Porta, the Mayor of the City of Rome, all of whom spoke to us 
in terms which bore the mark of careful thought, extensive knowledge 
and sympathy for the collective-economy movement. 

I should also like to say how much this Congress owes to the 
Government of Italy; to the City of Rome and to the generosity of all 
the public undertakings — both great and small —in Italy, who have 
given unstinted aid to Mr. Tremelloni and his colleagues, among whom 
particular mention must be made of our courageous, cheerful and 
witty friend Alberto Mortara, who has worked unceasingly and untir- 
ingly to promote the cause of the ICRICE south of the Alps from Milan 
to Rome and beyond. I want to tell him how much we have admired 
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the way the Congress has been organised; it has taken place in a 
luxurious modern hall, and we have been provided with the finest of 
technical equipment; moreover, the receptions, excursions and enter- 
tainments ‘which have been organised for us have certainly given all 
those who have taken part in this Congress a rich store of happy 
memories of their stay in Rome in April 1963 to take away with them. 


_-Let me now thank those who presided over our meetings with 
authority, punctiliousness and tact — Mr. Tremelloni, Mr. Gazier, Mr. 
Slavik, Mr. Bleile and Mr. Jacobi. 


Our thanks must also go to our eminent reporters, Professor Pas- 
quale Saraceno, of the Venice University Institute; Mr. Gerhard Weisser 
of Cologne University; Mr. P.N. Rosenstein-Rodan of the Massachusetts 
Institute of Technology; Mr. M. L. Dantwala, of Bombay University; 
Mr. Pierre Uri, of the Paris National School of Administration; and 
Mr. Jan Tinbergen, of Rotterdam University. 


I shall not fall into the temptation of singing the praises of men 
who have devoted their lives to research and teaching; but it is clear 
that the papers we have discussed at this Congress owe their incom- 
parable significance to the knowledge and experience of the reporters 
who prepared them and have taught us lessons of a nature to open 
new horizons to the men of action who have come here, not only to 
compare knowledge and ideas, but also to add to their knowledge and 
increase their moral stature. For collective economy the Rome Congress 
will always mark a great step forward in the clarification of concepts 
and of understanding of facts. 


All the speakers who came to this rostrum-— whether they were 
kind enough to inform us in advance of the information they intended 
to give and the views they intended to express on the reports or 
whether they spoke extempore — deserve our gratitude for the wealth 
of experience they communicated to us and the value of the opinions 
they expressed. 

The members of the Drafting Committee — Mr. Bleile, Mr. Hirsch- 
feld, Mr. Jacobi, Mr. Pröbsting and Mr. Psaros — were amply rewarded 
for their labours by the unanimous adoption of the resolution which 
they drew up together with the Director of the Working Organ. 


I should also like, on your behalf as well as on my own account, to 
thank all the members of the administrative services, the organisational 
secretariat, the meeting secretariat and the translation and interpre- 
tation services, all of whom have given us many proofs of their ability 
and their devotion. 


Last but not least, I must congratulatte the Congress itself. In spite 
of all the charms and attractions which Rome.has to offer, you have 
made contributions of a high standard to our work or followed our 
‘proceedings carefully and attentively; this is most gratifying to us. 
Nothing was said here which did not need to be said; precision and 
consciseness have been our watchwords throughout. That is why we 
have succeeded in achieving so much of value. 
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You will understand why I have recalled the work of earlier 
Congresses during the last three days. You will also appreciate that 
some of my memories are memories of difficult or unpleasant times, 
particularly during the early stages of our work, when agreement 
between members of the trade unions, members of the co-operative 
movement and the representatives of public authorities and bodies 
seemed impossible because they were unable to understand each other’s 
viewpoints. They were separated by differences in attitude to which 
they had become accustomed and also—let us admit it frankly — by 
a certain reluctance to risk losing themselves in the tortuous byways 
of a theory of collective economy about which they knew little. There 
was also—and Mr. Weisser will not deny it— unimaginable difficulty 
with terminology, with terms which did not really correspond to one 
another; and, worse still, much suspicion and misgiving over the use 
of what appeared to be a frighteningly extremist terminology. 


Little by little, as one Congress succeeded another, we gradually 
learned to understand one another: then we began to get to know one 
another and, above all, to admit that, although we came from different 
backgrounds, we were all pursuing the same ideal; this ideal was not 
merely a new democracy integrated in the economy, with all the risks 
inherent in such an over-simplified co-operative system, but a new type 
of economy, in which each person had his proper place—in which 
theoreticians and technicians (who might be called technocrats) would 
deal with economic and technical problems, the trade unionists with 
trade union, social and economic problems, and the members of the 
co-operative movement with the problems of the needs of a co-operative 
movement working in every sphere of the economy and, last of all, in 
which the representatives of the nation would face the real respon- 
sibilities of taking well-informed and carefully considered decisions 
on the basis of the interests of all of us and of each one of us and 
with whom the final decision would always rest because they would 
be the only persons responsible to the entire country. 


Moreover, .well-disposed experts came to our assistance in ever- 
increasing numbers and with an ever greater body of knowledge to 
help us laymen in economics to achieve a better understanding of 
problems and clearer definitions and to form sounder judgments. 


Thus our theories, laboriously built up from experience and 
reflection, gradually became applicable—as was to be hoped and 
expected — to our empirical experiments with municipal and co- 
operative activity; today, when the right to make mistakes is only 
grudgingly granted, if at all, to persons wishing to achieve something 
new, it provides us with guiding lines. 

We humble practitioners of collective economy can state with some 
pride that since the Geneva Congress we have clarified our views and 
our aims considerably; we have discovered the many different aspects 
of collective economy; and, above all, we have demonstrated the great 
importance of collective economy throughout the world. 
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Are we ready to undertake all the many different tasks which await 
us in the.spheres of economic activity of collectivities today? Nobody 
here would be naive enough to suggest that we are. Let us rather admit 
frankly that the main achievement of the ICRICE and its Congresses 
sc far has been to reveal to us the difficulties inherent in the task 
facing those who will have to construct the society of the future. Their 
work will also have saved us from some wrong courses — which 
is already a great deal. | 

What we must realise above all is that ICRICE and its Congresses 
began their work in the nick of time, and that they have offered us the 
most categorical of promises and the most unshakeable assurances in 
ihe face of the imperious need for a revolution, which may take place 
rapidly or slowly but can no longer be checked and will gradually 
harness the entire economy to serve the citizen. 


We must therefore continue our work without respite. 


The Annals — an excellent and rewarding review — must be found 
on the shelves of every library. Our working organ must arrange for 
exchanges with every country in the world — with new countries, with 
old countries and with emergent countries. We must organise our 
research and information work to maintain and ensure its stability, its 
continuity and its full efficiency. 

The next Congress, which is due to take place two years from now, 
will probably be held in the Federal Republic of Germany. 

Two years from now.... In Germany and elsewhere the prospects of 
collective economy will certainly by then have improved considerably — 
as will the prospects of Europe, which will at last have done away 
with the system of organisation based on old national boundaries and 
adopted a new and sensible system as will those for the development 
of ali the countries which are about to take the first steps to find their 
places in the twentieth century; as will those of all the starving and 
under-nourished peoples of the world of achieving liberation from the 
scourges that beset them. 

Think of it. Time is flying more quickly than ever before. The 
events which are about to take place in Europe will in their own way 
prove this even to the most incredulous. 


The time is near when it may be better understood that there can 
be no genuine collective economy without democracy and that true 
democracy cannot survive without acceptance of the rules of collective 
economy. 


I am convinced that this Congress will have helped everybody to 
obtain a better understanding of what scientific and technical progress, 
the changes in trading patterns, the radical social revolutions which are 
going on everywhere and the creation of so many new independent 
countries is doing to the lives of nations, peoples and individuals today. 

Collective economy is not an end in itself, but a means — the 
means of adapting human societies adequately to the unchangeable 
facts of present-day existence. 
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Europe is taking a painfully long time to realise what part it has 
to play in this process. When one considers the tasks facing the old 
world one realises just how old that world is. It is too old and already 
has heavy burdens to carry — ever-recurrent myths, the stigmata of 
manifold internal inconsistencies, a multiplicity of paralysing traditions, 
the memory of desperate crises from: which the old world has emerged, 
sometimes victorious, but much more often defeated; memories of so 
many nationalities which have almost at birth become a prey to 
nationalism; the bitterness which all these failures and disappointments 
had left behind; and bitterness at seeing the astounding development 
which is bringing to power younger continents with but little in the way 
of cultural values. 


The countries which have nuclear weapons, the big factories, the 
big laboratories, the missiles and the satellites are little older than 
the youngest. They are crushing Europe with their wealth or their 
physical might. The feeling that today she is paying for her past of 
conflicts, rivalries and petty squabbles will certainly bring Europe to 
understand one day she must unify; but today it seems as though she 
is once more looking back nostalgically towards the brightest jewels 
of her past — countries or capitalism. 


Fortunately, we in the ICRICE — and here in Rome more than in 
any other city in which we have met— are convinced that we can 
break the fearful spells which our past of legends and mirages has 
laid on us and that we can help others to break them as well. 


We feel that the old world is very old and needs to be reborn like 
the Phoenix. 


We feel that the rebirth will take place in Western Europe because 
of what Western Europe has been. 


It has already been the scene of cultural rebirths which have formed 
the milestones of our artistic and literary development since the time 
of Charlemagne; time and time again, too, it. has turned the attention 
of the Christian world back towards the values of ancient cultures, but 
always with something added to them by the succeeding generations, 


It has been the cradle of nationalism, of the industrial civilisation 
of the nineteenth century, and of science —in which the lead was soon 
taken by others. 


It succeeded in replacing, step by step, the system of absolute rule 
of olden times by a system of democracy, which must now learn, not 
to yield up its place to another system, but to adapt itself to changing 
circumstances, | 


It has paid dearly in blood for all its ambitions, its foolishness and 
its self-interest. 


It has known much destruction and disappointment, and has lost its 
proud sway over the whole world. 

It and all its inhabitants share the same fear of mistakes which its 
powerful neighbours to the East and to the West may commit. 
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It and all its inhabitants have contracted the same debt towards 
peoples we believed civilised. 

The inhabitants of Western Europe have a long and hard experience 
of the difficulty and slowness of achieving progress. But it must not 
be forgotten that they also hold the secret of clear and honest thought, 
clarity of expression, a deeply-rooted feeling of human solidarity and, 
fundamentally a close similarity of nature and behaviour which makes 
of Europe a symbol and a living whole, ready to devote what youth and 
health remains to her to the cause of new revolutions which others 
have though to carry out without her — or in spite of her — but have 
invariably fallen far short of their aims. 

Europe will soon have to organise herself under a democratic system 
safeguarding the freedom of the individual; but if this democracy of 
tomorrow is to be parallelled and buttressed by the organisation of 
the system of production and the distribution of wealth, it must be 
based on the principles and methods of collective economy — that is 
to say, a social philosophy in which service is more important than. 
profit. 

In a few moments, ladies and gentlemen, we shall leave this hall 
and wend our separate ways home. 

When we reached this point at the Vienna Congress I asked Edgard 
Milhaud to give us the benefit of his reflections and his views on 
present-day problems. 

Today I should like to ask you to make your contribution to this 
dialogue between the Congress and its founder. Today it is the 
Congress’s turn to speak to its honorary president. Edgard Milhaud’s 
ninetieth birthday falls next Sunday. We think that he has some cause 
for pride at his achievements. We should tell him how proud we are 
to have been able to make our extremely modest contribution to those 
achievements. We should tell him how much we realise the truth and 
the greatness of the ideas he first formulated and bravely defended for 
sO many years. The boys who listened to Aesop used to say that when 
one was 80 years old one should stop thinking about planting but stick 
to building — if one was determined to remain active. We, today, 
however, say to Edgard Milhaud that although he is 90 years of age 
he must go on having long-term aspirations and great thoughts; for 
his ideal is a young and vigorous one which will help the world 
ultimately to find the equilibrium which will save mankind. 

I now ask you all to be upstanding, first of all to salute our teacher 
and to tell him that we hope to have him with us at our head for many 
years to come. 


(The delegates rise; prolonged applause for Edgard Milhaud.) 
I now declare the Sixth Congress closed. 


X. GENERAL ASSEMBLY OF THE ICRICE 


ROME, 11 April 1963 * 


1. General and Financial Report by the Director of the Centre and 
of the Annals 


Mr. Lambert described the research work performed by the Centre 
and reviewed the issues of the Annals which had been published since 
the previous meeting. He gave figures indicating the number of sub- 
scribers to the three language editions of the Annals, He also gave a 
full description of the relations of the Centre with other international 
organisations. Lastly, he submitted the detailed accounts of the Centre 
and of the Annals for 1963. ; 

After the auditor’s report from Mr. Jules Lemaire had been read, 
the general and financial report was adopted. 


2. Communication to the Assembly relating to the Change of Name 
of the Theory Committee 


The Assembly was informed that the Governing Body of the ICRICE, 
at a meeting held just before the beginning of the Congress, had 
decided, in view of the widening of the functions of the Theory Com- 
mittee, to change its name to that of Scientific Committee. The Com- 
mittee was to be given a substantial measure of autonomy, which 
was considered essential for all. scientific work; it would have the 
power to co-opt additional members; and it would study problems 
referred to it by the Governing Body. 


3. Report from Professor Weisser, Chairman of the Theory (now 
Scientific) Committee 


Mr. Weisser described how the Committee had studied the problem 
of price-setting in public undertakings and the conclusions at which 
it had arrived. The Committee intended next to supplement its work 
in this general field by studies of the position in particular sectors of 
the economy. The preliminary work would be carried out at Cologne 


* The following is a summary of the full record of the proceedings of the 
Assembly which was sent to members of the ICRICE in Internal Bulletin No. 15. 
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University. In addition, the Italian national section would prepare a 
study on financing problems in public undertakings. 


Mr. Weisser then replied to questions from Mr. Prôbsting, Mr. 
Schmidt, Mr. Angelopoulos, Mr. Kühne and Mr, Griinwald. 


4. Reports from National Sections 


The work of the diffeernt national sections during the past two 
years, their present positions and their future plans were described 
by their respective spokesmen: Mr. Mortara for Italy, Mr. Hirschfeld 
for France, Mr. Jacobi for the Federal Republic of Germany, Mr. Pröb- 
sting for Austria, Mr. Bleile for Switzerland, Mr. Angelopoulos for 
Greece, Mr. Vuckovic for Yugoslavia and Mr. Lambert for Belgium. 


Mr. Delbouille, the president, pointed out that these reports testified 
to the ever-increasing influence of the ICRICE. 


5. Communication to the Assembly concerning the VIIth International 
Congress on Collective Economy 


The Assembly was informed of the decision of the Governing Body 
to hold the next International Conference on Collective Economy in 
Germany. The exact place at which the Conference would be held and 
the main item on the Agenda would be fixed at the next meeting of 
the Governing Body. 


6. Election of the President and of the Members of the Council | of 
the ICRICE 


Professor Delbouille was elected Lola of the ICRICE by 
acclamation. 


The Assembly authorised national sections wishing to do so to 
appoint one or two titular or substitute members to represent them at 
a later date. It was agreed that the chairman of the Scientific Com- 
mittee and his substitute — and likewise the director of the Centre — 
should be members of the Council ex officio Auer than in their 
representative capacities. 


The Assembly then elected the following persons members of the 
Council: 


Honorary President: Edgard MILHAUD 
President: Maurice DELBOUILLE 
Director: : Paul LAMBERT 
Chairman of the 

Scientific Committee: Gerhard WEISSER 


Substitute: Gisbert RITTIG 


GENERAL ASSEMBLY OF THE ICRICE 


pte S 
Luxembourg 
France. 
Germany 
Greece 

lialy 
Switzerland 


Yugoslavia 


Titular Members 


Mr. RAUSCHER 
Mr. SKODA 
Mr. HAIDER 
Mr. PROBSTING 
Mr. VUKOVICH 


Mr: PIRSON 
Mr. BROUHON. 
Mr. CHAPUT 


Mr HUTOY : 


Mr. ROGISSART 


Mr. GAZIER 
Mr. MONTEL 
Mr. VENTEJOL 
Mr. ORSINI 
Mr. VERRET 


Mr. HEUN 
Mr. KUMMERNUSS 
Mr. JACOBI 
Mr. NEUENKIRCH 
Mr. KÜHNE 


Mr. ANGELOPOULOS 
Mr. KALITSOUNAKIS 
Mr. PSAROS 

Mr. SOMERITIS 
A.N.Other 


Mr. BOLDRINI 
Mr. MORTARA 
Mr. SCHIAVI 
Mr. TREMELLONI 
A.N.Other 


Mr. BARBIER 
Mr. MEYER 
Mr. TREINA 
Mr. HARDMEIER 
Mr. BLEILE 


Mr. DELEON 
Mr. KORAC 
Mr. VUCKOVIC 
A.N.Other 
A.N.Other 
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Substitute Members. 


Mr. PROBSTING 
Mr. HORR 

Mr. -DAVID 
Mr. HORAK 
Mr. PELLECH 


Mr. DUTILLEUL 
Mr. LEMAIRE 
Mr. HANSE 
A.N.Other 
A.N.Other 


Mr. DARDEL 
Mr. LUTFALLA 
Mr. ROUANET 
Mr. HIRSCHFELD 
A.N.Other 


Mr. KASSMANN 
Mr. OSTERKAMP 
Mr. GASCH 

Mr. BICKENDORF 
Mr. BUKOW 


Mr. AGAPITIDIS 


Mr. PAPATHEODOROU 


Mr. TSANETAKIS 
A.N.Other 
A.N.Other 


Mr. BASSETTI 
Mr. MANTEGAZZA 
Mr. PANZARASA 
A.N.Other 
A.N.Other 


Mr. DESCOEUDRES 


AN Other 
AN Other 
A.N.Other 
A.N.Other 


A.N.Other 
A.N.Other 
A.N.Other 
A.N.Other 
A.N.Other 
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7.. Addresses by the. President and the Honorary President 


Mr. Delbouille spoke of the Rome Congress and stated that it was 
a historic milestone in the life of the ICRICE. Among other things, he 
drew attention to the financial needs of the Permanent Working Organ. 


Mr. Milhaud said: 


“My friends! I can only say to you that I have followed your work 
with great enthusiasm. In the discussions: you have maintained a high 
standard of scientific value throughout, well worthy of the great heights 
to which the Annals have risen under the directorship of our friend 
Paul Lambert. Our organisation is an admirable one. You have given 
us the example of thorough-going and reciprocal co-operation and of 
a determination to anticipate one another’s wishes. The ICRICE is a 
living, growing institution. I am convinced that it will achieve the 
aims it has set out to achieve. Long live the ICRICE!” (Applause.) 


Mr. Delbouille thanked the Honorary President and declared the 
meeting closed. . . ` 


THOUGHTS ABOUT THE CONGRESS OF ROME 


THE USEFULNESS OF PUBLIC UTILITY SERVICES 


by Karl OSTERKAMP, 


Member of the Board of the Gewerkschaft Offentliche Dienste, 
‘ Transport und Verkehr (Ö,T.V.), Stuttgart 


At the Sixth Congress of ICRICE held in Rome, Professor Tin- 
bergen’s report led to a discussion about thé theoretical justification 
of welfare economics. It is not the purpose of this article to revive the 
differences of opinion which became obvious in the course of the 
discussion; it was in fact clear that the speaker’s main wish was to 
sum up the possibilities and forms of economic action in the service 
of man as they emerged from the proceedings of the Congress. 


It is hardly possible to define the use different social communities 
derive from economic action. This is made clear by an international 
comparison oî living standards, when: applied, for instance, to the 
different requirements of ‘heating and clothing in countries belonging 
to different climatic zones. Similarly, the external effects vary both 
in private and public-economy systems. But are these limitations 
really of major significance in appraising the efficiency of economic 
action in the service of man? Standards of welfare comparison in 
space and in time do, in fact, exist and can serve as trend indicators. 
They include wage standards, data about social security, the com- 
position of the national product, the distribution of income, the 
structure of assets etc. 


The external effects as well, can to a large extent be measured by 
indicators, although the latter cannot be sub-divided according to 
individual social communities. : These effects refer to the services 
rendered by public utilities in the public interest. They benefit all 
members of society. At-the other end of the scale we find the collective 
prejudice as exemplified by the obstruction of city cleaning services by 
parking cars or by the pollution of surface. or ground-water by sewage 
water (which may lead to the destruction of fish reserves). 

In most cases the usefulness of public utilities can only be measured 
when they supply. their services directly to individual communities, 
institutions or undertakings. Certain social services, customs and 
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export subsidies, and tax favours granted in the Federal Republic of 
Germany during the re-construction period, may serve as an example. 
Their public utility character consisted in the fact that the social 
services were to allow people to start earning their living again, while 
the subsidies were to encourage re-construction and the tax favours 
to accelerate and intensify investments for the creation of jobs. The 
direct subsidies and tax favours did not, however, constitute an 
optimum service to man, as the economic aid granted by the Govern- 
ment led to an accumulation of large private fortunes and thus distorted 
the assets and income structure. 


In 1960, Government subsidies in the Federal Republic amounted 
io some DM1.3 billion. This figure does not include the mark-ups 
gained by agriculture through import quotas and customs duties. 
Public services consisting in cash payments constitute only a qualified 
contribution to the general welfare, since they create unequal structures 
and forego a planned control of the general welfare. From the point 
of view of economic action in the service of man, such services are 
only. of general utility once they fulfil their original purpose or serve 
the common welfare; examples for this are premiums for savings and 
construction, and subsidies for children. 


The usefulness of public utilities in the accepted sense of the term, 
which serve all members of a society including the national economy, 
is of a very different nature. This observation is also valid for the 
services rendered by free collective-economy undertakings. These 
utilities extend to a very wide range of services and include both 
public administrations and public undertakings. The extent to. which 
their usefulness can be measured depends on the indirect increase in 
the general living standards and the ineluctable impulse at the origin 
of the development of specified public undertakings. 


The first group of services does not generally produce an increase 
in income but rather an improvement of common welfare. Some of 
the fields included in this group are: forestry, public gardens’ and 
parks, baths, roads and ways, street lighting, city cleaning and sewage 
services, garbage. disposal, schools, kindergartens and playgrounds, 
police and fire services, help to the disabled and the blind, youth 
assistance and other public health services. These services are rarely 
financed through fees paid by the beneficiaries, but almost exclusively 
through taxes. Taxes in every modern industrialised country within 
the western hemisphere are based on certain social principles which 
provide the economically weak with equal benefits while the major 
tax charge rests on the shoulders of the economically strong. (An 
example for this are municipal trade taxes.) Viewed under this aspect, 
tax policy does not serve income distribution, but it is an important 
means of serving man. 


The utility of services provided against the payment of a fee and 
improving general welfare through their technical promotion of deve- 
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lopment can be measured through the increase in the living standards 
of society as a whole. The effects of the impulses provided are not 
restricted to individual social groups. This is, in fact, an expression 
of Professor Tinbergen’s statement that production follows its own 
rules. Increase, expansion and diversification of commodity supply are 
only justified by a widespread and growing demand on the markets. 
In this context it should not be overlooked that the services provided 
by public utilities produce primary effects on production as a whole 
which, to a large extent, determine the development and expansion of 
such production. This applies primarily to public power and water 
supply, to public transport, to public money and credit facilities, to 
public insurance and to area planning. These are all public utilities 
in the original sense of the term and therefore fall within the scope of 
collective economy. Their usefulness extends both to society as a 
whole and to individual communities and undertakings within society. 


a) The general social effect of public utilities contributing to the deve- 
lopment of production constitutes a chain reaction. Almost every 
household, company, administration and institution uses them. Not 
only do they facilitate, but they do indeed provoke rationalisation 
in all fields of activity. The fundamental changes in requirements 
alter the structure of commodity supply significantly. The speed 
of progress depends on the possibilities of increasing primary 
public supply. The long-term capital needed for financing plant 
and equipment of public utilities requires elastic money and capital 
markets. Transport and power supply facilities enable domestic 
industries to choose their own location and therefore permit the 
opening up of less developed regions. 


b) The advantages of public utilities for individual undertakings and 
households include, among other things: 


(1) fairly stable prices for the services rendered; 

(2) a reduction of heavy manual labour through assembly lines, 
automatic electric household appliances etc 

(3) mechanical heating through electric power, gas and fuel oil; 

(4) better short-distance communication through the telephone, 
postal transfer accounts etc.; 

(5) better hygiene; 

(6) more time for leisure-time and cultural occupations. 


All these public-utility. services -suffer from an incredible lack of 
popular appreciation. Most people have no idea of their nature and 
importance. Only a small proportion of them know, in fact, what 
collective economy means. Most of them can appreciate the usefulness 
of a thing only in terms of money. 
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In the Federal Republic of Germany, total expenditure for public 
utilities (including internal and external security services) financed 
through taxes amounted to 9% of national income in 1913, to 20% 
in 1937, to 32% in 1955 and to 27% in 1962. These figures do not 
include the activities of public undertakings. But it is known that 
Since the end of the war public power and water supply has more 
than doubled and that public transport, taken as a whole, has also 
increased its services considerably. 

These are high growth rates in absolute and relative value; they 
show that even in countries following a liberal economic policy, the 
collective-economy services of public utilities have become life neces- 
sities, quite apart from their significant primary effects. In his book 
“Volkswirtschaft” (“National Economy”) Paul A. Samuelson has 
explained this development as follows: “Modern man has stopped to 
believe that the government holding the -slackest reins is the best. 
Modern society is too complex and modern economic life too hectic 
for putting up with a primitive, rough kind of individualism.” 

The rising density of world population will make it necessary to 
increase and to intensify the services of public utilities. For this, a 
more rigid government is not sufficient. The future demands that 
the population should make a greater contribution to the operation 
of public utilities by shouldering greater responsibilities and by 
showing more interest. Although today there is in many cases a lack 
of democratic collaboration, common welfare has increasingly benefited 
of public services. For this, there are three important examples: 
services have been supplied directly to individuals or groups for the 
direct or indirect furtherance of the economy; social, medical and 
cultural benefits have been provided from tax funds; economic facilities 
supplied against payment have improved the general standard of 
living. This enumeration does not include all public utilities. They 
only extend to services rendered within the framework of a general 
government and social policy, the usefulness of which is difficult to 
grasp for the individual. 


The Balancing of Disharmonies. 


As a result of technical changes (new sources of energy, auto- 
mation and the introduction of new materials) modern economy has to 
undergo structural alterations which create social unbalances. The 
Ruhr area and Paris serve as examples for this phenomenon. Coal 
and steel have ceased to be the sole basis of industrial production, 
and both the Paris and the Ruhr areas urgently require economic 
decentralisation. Moreover, these are doubtless not the only bottlenecks 
within the European Economic Community. To provide re-settled 
labour with housing and to cater for social and cultural institutions, is 
clearly a function of public utility services. They alone can open up 
new ‘areas for settling the workers adequately, particularly in the 
less developed regions. This requires the collaboration of government 
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and municipal services, especially if communications and. power supply 
are to be improved. Such public utility services do not only benefit 
the regions concerned, but the national economy as a whole. 


Public Development Aid. 


There is a widespread consensus of opinion in the western world 
that development aid today is generally still given as a form of “first 
aid” and therefore only constitutes a provisional solution. The final 
objective of such aid must be to enable the developing countries to 
look after themselves. In all western countries there are probably 
people who take a sceptical attitude towards development aid. They 
should learn to see the wisdom of the political principle which says 

“never beggar my neighbour”. In connection with the subject problem 
it is necessary for the public utility services, both in the countries 
providing aid and in the developing countries, to perform a substantial 
part of the required functions, such as the co-ordination and the 
granting of loans, the counselling of the authorities in the developing 
countries, the training of teaching staff and of technical or agricultural 
experts and finally the granting of customs and trade facilities. Such 
services can bring invaluable economic advantages; besides, they can 
also be of great political value. 


General Cultural Services. 


Most cultural services provided within a society, such as theatres, 
concerts, the cinema, popular universities, libraries, etc., require substan- 
tial subsidies from the government and the municipalities. They 
generally only benefit the users, but the great popularity they enjoy in 
most cases is a reliable indication as to their usefulness. In fact, 
technical progress might slow down if certain cultural services were 
to disappear. In our modern times of rapid social development these 
services constitute an immeasurable asset. 


Science and Research. 


Again in this field, the advantages of public utilities should be 
stressed. Contrary to individual undertakings, they can co-ordinate 
their efforts of science and research in almost every technical and 
scientific branch and use them in the common interest. In the Federal 
Republic of Germany, the requirements of research and science could 
have been met much more adequately by a public-utility system. If 
more training and education centres and more research equipment were 
made available through public-utility services, the results might be 
vastly improved. 


Public Co-ordination. 


The EEC Memorandum on development aid at the second stage of 
the Community clearly shows that insufficient national co-ordination 
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impedes the efforts of international economic integration considerably, 
Individual group interests cannot always be co-ordinated inter- 
nationally. Economic and social co-ordination at a national level is 
therefore an essential condition for achieving harmony on a European 
plane. As Professor Uri has pointed out, certain trends within the 
Community, which combat programming, are endangering European 
economic planning at the second development stage of the EEC and 
thus jeopardise the objectives of the Treaty of Rome. The EEC Memo- 
randum of 24 October, 1962 repeatedly stresses the fact that the 
major burden of co-ordination falls to the public-utility services. 

The purpose of this-— perhaps somewhat incomplete — article on 
the usefulness of public utilities. was to discuss facts as well as 
possibilities, but not to express a judgment on whether and to what 
extent an optimal effect has been attained, for this would also imply 
a judgment on the use of public funds; but this is a function of the 
parliaments. However, it may be said in conclusion that planned 
public-utility services are. apt to stimulate economic activity within 
the EEC. They are also fit to raise the standards of living and may 
therefore affect wage and income policies. The questions of commodity 
requirements and of the. market equilibrium — dealt with somewhat 
briefly in the EEC Memorandum — may be answered in the sense that 
public-utility services must play an important role in European inte- . 
gration. 


NOTES AND MEMORANDA 


Self-Financing in Co-operatives. 


A Reference to an Article by Professor Weisser 


The reader may have noticed that Professor Weisser, in a footnote to 
his report to the Congress of Rome, has made a general allusion to a project 
existing in Germany, which provides for the issue, by co-operatives, of 
additional shares equal to the value of their surplus and to be distributed 
amongst their members; according to this project, departing members would 
not only obtain the reimbursement of their original shares but also of those 
distributed later. 


While Professor Weisser has pointed out correctly that this problem 
touches the roots of co-operation, he has not gone into it further, because it 
was outside the scope of his report; for the same reason he has not expressed 
any opinion, | 

In my view, this is an extremely dangerous project which should be opposed 
for the following reasons: 


(1) It is a fundamental principle of co-operatives that their surplus cannot 
be divided up amongst their members: This principle was first established 
by Buchez for workers’ production co-operatives and, as | have shown in my 
work Studies in the Social Philosophy of Co-operation, was confirmed, in 
1854, by the Rochdale Pioneers for consumer co-operatives. 


If co-operatives were to overstep this principle voluntarily or if they 
were forced to do so by law, they would alter their very nature. 


(2) The project is to be rejected, because it mistakes the members of a co- 
operative for the shareholders of a limited liability company. Shareholders 
invest their money not only in view of dividends, but also in view of capital 
appreciation resulting from the growing wealth of the company. The members 
of a co-operative, on the other hand, pay a limited amount —— similar to a 
membership jee — for participating in a work of public interest. An “open- 
door” policy allows the new members to benefit from capital funds which, in 
some cases, have been accumulated for generations. They contribute their 
own share to raising the wealth of the undertaking and in departing, they 
abandon this share to their successors. This behaviour corresponds fully 
to the principles of justice. - : 
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(3) Co-operatives are democratic, and the members therefore have a right 
to decide how their net profits are to be distributed. The dividend payout 
may be high or low; in the latter case there will be more earned surplus for 
the expansion of the society. 


(4) The members who conceive co-operatives as an economic system, destined 
to influence the organisation of society as a whole, will naturally insist upon 
large allocations to surplus. This was the attitude followed throughout by 
Charles Gide. 


(5) It is obvious that in consumer co-operatives funds will not be generated 
internally at the expense of the general public. The consumers are willing 
to pay the market price in order to enable the society to make a profit, a 
part of which will then be turned into surplus. 


(6) Neither is there a problem. in the case of workers’ production co-operatives, 
as they exercise no monopolies. It is true that highiy concentrated farming 
co-operatives can sometimes sell at high prices, but this would not be changed 
by the German project; on the contrary, the situation would still tend to 
deteriorate, since the members would have an immediate interest in raising 
surplus - through high prices. 


As I have already pointed out on other occasions, there is a different 
solution for the trend of certain co-operatives to monopolise production; it 
consists in properly organised negotiations between producers” and consumer 
co-operatives. 


Paul LAMBERT. 


India Frontier Clashes and Third Plan Objectives * 


At the fast meeting of the ‘National- Development Council, held on 
18 January, decisions were taken about the size of. the next year’s Plan, and 
the reorientation of programmes to meet the urgent needs of defence. There 
was, however, no appraisal of the progress achieved in the country’s economy 
during the first two years of the Third Plan nor of the prospects of reach- 
ing the overall targets fixed in the Third Plan. 


An analysis of the available material would, however, seem to indicate that 
all is not well with the Third Plan and that the original objectives of the Plan 
are as: good as abandoned. This phenomenon has little or nothing to do 
with the national emergency.: If anything, the emergency is likely to make 
the situation a little better than what it would otherwise have been. 

The original objective of the Third Plan was to raise the national income 
{at 1960-61 prices) to a level of Rs. 19,000 crores from Rs. 14,500 crores 
expected to be achieved in 1960-61, the last year of the Second Plan. During 
the Third Plan, the national income was thus expected to increase at a com- 
pounded annual rate of 5.6% from the base figure of Rs. 14,500 crores. 


* One U.S. dollar = 4.76 Indian rupees, one Indian rupee = 21 U.S. cents. 
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As it happened, in 1960-61 the national income reached a level of Rs. 
14,200 crores. For the Third Plan, initially. therefore, there was a shortfall 
of Rs. 300 crores. If in spite of this fact, the original target of Rs. 19,000 
crores is to be achieved in 1965-66, the annual growth rate over the Third 
Plan has to be nearly 6 %. 


Against this background, the factual position is that between 1960-61, and 
1961-62, India’s national income increased only by 2.2.%. As a result in 
1961-62, it reached a level of Rs. 14,500 crores, compared with the anticipated 
level of Rs. 15,300 crores, leading to a further shortfall of Rs. 800 crores. 
Thus in the first year of the Third Plan alone, the national income fell short 
by Rs. 1,100 crores. If the original target of Rs. 19,000 crores is still to be 
attained in 1965-66, it would mean that during the four-year period 1962-63 
to 1965-66, India’s national income should bé stepped up at an annual rate 
of 7%. 

During the current year, indications are that industrial production would 
increase by about 8%. Import restrictions, and power and transport shortages 
do not warrant a faster growth of industrial output. A recent survey, by 
the Federation of Indian Chambers of Commerce and Industry, doubts if 
even an 8 % increase in industrial output would be possible in the current 
year. Although weather conditions this year have been reasonably good, 
there is no indication from the available crop forecasts that the agricultural 
output will rise sharply this year. The best that could be anticipated is 
about 4 % increase in agricultural production. The weighted average increase 
{on the basis of 1960-61 estimates of national income, the weights are : 48.3% 
for agriculture, 18.6 % for industry, 33.1 % for tertiary sector) in commodity 
production during the current year would be, therefore, about 5%. Experience 
in the recent past shows that, in India, when the output of commodity sector 
grows by 1%, the output of the tertiary sector increases by about 0.7 %. 
‘On this basis, the growth rate for the tertiary sector in 1962-63 is likely to 
be about 35%. A 5% increase in the output of the commodity sector, and 
a 3.5 % increase in the output of the tertiary sector, would give a weighted 
average growth rate in the national income of about 4.5%. This is the 
probable rate at which national income would increase between 1961-62 and 
1962-63. On optimistic assumptions, therefore, the level of national income in 
the current year (ie. 1962-63) may be about Rs. 15,100 crores. Accord- 
ing to the original expectations of the Third Pian, it should have been Rs. 
16,200 crores. In the second year of the Third Plan, the shortfall is, there- 
fore, again likely to be enhanced by another Rs. 1,100 crores, bringing the 
aggregate shortfall in national income to Rs. 2,200 crores, in the first two 
vears of the Third Plan. 


Thus, quite apart from the national emergency, the goals of aggregate 
national income as envisaged in the Third Plan have already been seriously 
disturbed, in the first two years of the Plan. This situation is attributed 
largely to poor rains during 1961-62, Industrial growth also did not materialise 
according to Plan expectations. According to the Third Pian, the index of 
industrial production is expected to go up from a level of 194 (base 1950- 
51 = 100) in 1960-61 to 329 in 1965-66. In other words, industrial output 
is expected to increase annually at a rate of 11.2 %. Against this expectation 
in 1961-62, the first year of the Third Plan, industrial output increased by 
6.7 %. In 1962-63, that is in the second year of the Third Plan, an optimistic 
estimate places the industrial growth rate at 8%. Thus in the first two 
years of the Third Plan, industrial output would increase at an average 
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annual rate of 74%. If the original target of industrial output (Index 
number 329, base ‘1950-51 = 100) is to be achieved, the annual growth rate 
of industrial production in the remaining three years of the Third Plan will 
have to be of the order of 14% per year. In the face of foreign exchange 
difficulties which have led to restrictions on imports of maintenance require- 
ments and industrial intermediates, and the halting approach to imports or 
local manufacture of replacement and rehabilitation requirements of industries, 
it is quite unlikely that industrial output in the coming years could increase 
annually at a rate of 14%. However, if the existing steel plants begin to 
work to full capacity and the bulk of new capacities in other basic and 
heavy industries in the public sector go into production during the next three 
years, it might be possible to achieve an average annual growth rate of 
about 10 % in the industrial sector. On the reasonable assumption, therefore, 
that during the years 1963-64, 1964-65 and 1965-66, agricultural output 
will increase at an annual average rate of 4% and industrial output at 10%, 
the output in the commodity producing sector comprising agriculture, mining 
and manufacturing industries, would in the coming three years grow at an 
annual rate of 5.7%. Corresponding to this growth rate in commodity out- 
put, the output of the tertiary sector may be expected to increase by about 
4% per year. These sectorial growth rates would lead to an annual increase 
of nearly 5 % in India’s national income over the next three years. On these 
considerations even under “normal” circumstances the course of India’s 
national income in different years of the Third Plan, compared with original 
expectations, is likely to be as indicated in the following table. 


. COURSE OF INDIA’s NATIONAL INCOME IN THE THIRD PLAN, 
UNDER NORMAL CIRCUMSTANCES 


£ E o È 20 À 3 i Shortfall in 
Year D Së SÉ 7 = S ki bb national income 
= + E È £ © È = E = Rs. crores % 
a g rE Ha 
Sui HE Bass ae 
1 © 2 3 4 5 6 7 
1960-61 ... 14,509 14,200* ` 300 2.1* 
1961-62 ... - 15,300 5.6 14,500* 2.2* 800 5.23 
1962-63 ... 16,200. 5.6 15,100 4.5** 1,150 6.78 
1963-64 ... 17,000 5.6 15,850 5.0 1,150 6.77 
1964-65 ... . : 18,000 5.6 16,650 5.0 1,350 7.50 
1965-66 ... 19,000 5.6 17,600 5.0 1,400 7.37 
Aggregates 
for 1961-62 to i 
1965-66 ... 85,500 5.6 79,700 4.4 5,800 6.78 


* On “the basis of C.S.0.’s provisional estimates for 1960-61 and quick estimate 
for 1961-62. 
** Estimated as discussed. above. 
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If, therefore, no emergency had arisen, over the entire Third Plan period, 
the total national income would have been short of the original target of 
Rs. 85,500 crores by Rs. 5,800 crores, or by some 6.8%. The average annual 
rate of growth of the economy over the Third Plan, would have been around 
4.5 % against the original expectation of 5.6 % per annum. 


What is more disconcerting is that ine shortfall in national income from 
the original expectations, both in absolute terms and percentage-wise, would 
have continued to increase over the Third Plan period, year after year, till 
the last year of the Plan. Even in the last year, the shortfall would have 
been quite large — about Rs. 1,450 crores or 7.4% of the expected income 
of Rs. 19,000 crores. 


Under normal circumstances, the per capita income levels and the availa- 
bility of domestic saving would also have received a set-back. Originally the 
per capita income was expected to increase from Rs. 330 in 1960-61 to Rs. 385 
in 1965-66, or by 3.15 % annually. According to the Third Plan, the income 
increases were to be secured by stepping up domestic saving from 8.5 % in 
1960-61 to 11.5% and total investment from 11% to 14%. In the absence 
of emergency, the position of per capita income, saving and investment over 
the years of the Third Plan would have been as shown in the following table. 


INCOME 
(per capita) 


National Income Per capita Income 


Shortfall 

Years As originally As normally Population As ori- -As nor- 
expected possible (millions) ginally mally Hs. Yo 

(Rs. crores) expected possible 

Rupees 

1 2 3 4 - 5 6 7 .8 
1960-61 .. 14,500 14,200 439,2 330 323 7 2.12 
1961-62 .. 15,300 14,500 450.2 ‘340 322 18 5.27 
1962-63 .. 16,200 15,100 461.5 351 327 24 6.84 
1963-64 .. 17,000 15,850 473.0 359 335 24 6.69 
1964-65 .. 18,000 16,650 484.8 371 342 29 7.82 
1965-66 .. 19,000 17,600 497.0 381 356 25 6.65 


Owing to higher population growth, even the original per capita income 


for 1965-66, viz., Rs, 385, would now be Rs. 381. The overall effect of the 
year-to-year shortfalls in national income and the slightly higher population 
growth rate have even normally resulted in a per capita income of Rs. 356 
in 1965-66 — about 6.5 % below the original expectation. 


The rate of increase in per capita income originally placed at 3.15 % and 
revised to be between 2.9 to 3%, would have been between 1.9 and 2%, if 
no emergency had arisen. This is because the effect of the earlier shortfalls 
in national income is to increase the shortfalls in per capita income in absolute 
as well as percentage terms, till 1964-65. Even in the last year, per capita 
income would have been short by Rs. 25 or by 6.6 % of the level envisaged 
in the Third Plan. 
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Because of the lowering of national income, domestic savings Jane 
would also have been affected as shown below: : 


«National Income Domestic Saving 
‘> > 3 > 
e 3 è = 3 
Sy z à 2 Boa Ho Shortfall 
Year 23 52 S GË oa 
58 GE By 58 GE 
EE <a, Ag 23 48 
* (Rs. Crores) (%) (Rs. Crores) (Rs. Crores) (%) 
1 2 3 4 5 6 7 8 
1961-62 .. 15,300 14,500 90 ‘1,377 1,305 72 5.23 
1962-63 .. 16,200 15,100 9.6 1,555 1,450 105 6.75 
1963-64 .. 17,000 15,850 10.2 1,734 1,617 117 6.74 
1964-65 .. 18,000 16,650 10.5 1,944 1,798 146 7.51 
1965-66 .. 19,000 17,600 11.5 2,185 2,024 161 7.32 
Total .... 85,500 79,700 10.3** 8,795 8,194 601 6.8. 


DOMESTIC SAVING 


* Caleulated on basis of the rate of domestic saving increasing from 85% of 
national income in 1960-61 to 11.5% in 1965-66 or at an annual rate of 6.25 %. 
As envisaged in the Third Plan. 


Thus, during the Third Plan, under normal conditions, the aggregate 
domestic saving would have fallen short of Plan requirements by some 
Rs. 600 crores or about 7%. During the Third Plan period, foreign aid for 
the net investment programmes of the Plan is expected to be the order of 
Rs. 1,700 crores. If this aid materialises, regardless of the lower levels of 
national income. over the Plan years, normally the total investible resources 
for the Third Plan would have been Rs. 9,900 crores, ~~ Rs. 8,200 crores from 
domestic saving and Rs. 1,700 crores by way of, foreign aid — against the 
original requirement of Rs. 10,500 crores, which was expected to produce, 
within the Plan period, additional incomes to the total of Rs. 4,500 crores, 
giving a capital-output ratio of 2.33. Investment resources now likely to be 
available under normal conditions would probably generate additional incomes 
to the total of Rs. 3,600 crores, giving a capital-output ratio of nearly ‘2.75 
over the Third Plan period. This would mean that, not only is the income 
goal likely to be lower, but the effectiveness of investment, during the Plan 
period at any rate, is likely to be much less than was originally anticipated 
in the Third Plan. 


These are the likely trends in the original goals of growth rates, income, 
saving and investment during the Third Plan period. It seems clear that owing 
to the lags in development in the earlier years of the Third Plan and the 
limit of the capacity of our economy to: make up for these lags, the overall 
economic targets are not likely to be fulfilled. This is on the assumption. 
that no national emergency exists. 8 
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Impact of Emergency 


The main economic impact of the national emergency should be two-fold. 
First, it should step up industrial production, through fuller utilisation of 
existing capacities by removing bottlenecks and multiple shift operations, spe- 
cially to meet defence requirements, Second, it should divert a sizable slice 
of the national product to meet additional defence expenditure. In the absence 
of precise knowledge of defense requirements, it is difficult to quantify the 
economic impact. But the Finance Minister’s indication that defence expen- 
diture would now go up to 5% of the national income may be taken as the 
basis for judging the nature and extent of the impact. 


If, over the next three years of the Third Plan, there is a concerted drive 
to increase capital and labour productivity in industry, it is conceivable that 
by 1965-66, industrial output might increase by about 10 % over the normal 
level. But the weight of such industrial output in the national income would 
be only about 10%. Thus an increase of 10% in industrial output would 
cause only about 1% increase in national income and the income estimate 
for 1965-66 may go up from Rs. 17,600 crores to about Rs. 17,800 crores. 
The income in the organised tertiary sector (transport, trade and services) 
may also experience a similar impact owing to higher output of industry. As 
the income of the organised tertiary sector accounts for about 10% of 
national income, the effect of increased output in the organised tertiary sector 
would also be to raise the national income in 1965-66 by a similar amount, 
i.e., Rs. 176 crores. Despite great awareness on the part of the planners to 
step up agricultural production and productivity to meet emergency require- 
ments, it is doubtful if agricultural output could surpass the original targets. 
Altogether, therefore, the effect of the emergency may be to raise the anti- 
cipated normal level of national income in 1965-66, Le Rs. 17,600 crores 
to Rs. 18,000 crores, i.e., by about Rs. 400 crores. If this happens, the capital- 
output ratio for the Plan period would be about 2.5, as compared with the 
normal anticipated figure of 2.75. The level of national income in 1965-66 
should also be nearer the Plan goal of Rs. 19,000 crores and the per capita 
income by the end of the Plan would be Rs. 366, against the normal anti- 
cipated ievel of Rs. 356. Thus the impact of the emergency on the national 
income would in all probability be favourable, provided that vigorous measures 
are taken to step up productivity in industry. In fact if this can be done, 
because of the emergency, the progress of the Plan, which has been showing 
definite signs of slackening, could be improved substantially. 


The additional resources required for defence expenditure would probably 
be of the order of Rs. 350 crores in 1963-64, Rs. 400 crores in 1964-65 and 
Rs. 450 crores in 1965-66, in all about Rs. 1,200 crores over the next three 
years. The bulk of this expenditure would be of unproductive nature — 
expenditure on pay and allowances, rations, clothing, transport, stores, muni- 
tions, armaments, etc. The main impact of the defence requirements would, 
therefore, be to increase consumption expenditure of the economy as a 
whole, in the last three years of the Third Plan. If production of superior 
food grains and other consumption goods, e.g., cloth, footwear, etc. could 
be stepped up to meet the increasing demands of an expanding army and 
air force in the short span of the next three years, then the level and pattern 
of civilian consumption would not be adversely affected. However, consider- 
ing the tardy growth of agricultural production over the last few years, it 
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seems unlikely that all the food requirements for the defence forces could be 
met out of increased agricultural production. To the extent that this is not 
possible, less food would be available for the civilian population over the 
next few years. This will be a direct consequence of the emergency. More- 
over, as Civilian incomes’ would continue to increase, both because of ‘the 
planned economic development as well as due to the higher level of national 
income under the emergency, - disposal money incomes would be larger ‘than 
the supply of consumption goods and. services expected to be available for 
the civilian population under the present emergency. The other direct effect 
of the emergency would, therefore, be to create inflationary pressures: in- the 
economy. - To keep these pressures under control, the excess of purchasing: 
power with the civilian population will have to be syphoned off, through 
increased voluntary or compulsory Savings, borrowings and additional taxation, 
covering the middle and lower income classes. 


-Contrary to popular belief, the emergency is -not likely to result in any 
significant, shifts in investment resources. of the country, from the normal 
Plan requirements to defence requirements. - Defence mobilisation will require 
most of the capital, and consumer goods-and services proposed to be produced 
under various Plan projects. In addition, defence would require armaments, 
munitions and equipment which are not included in the Plan. New investment 
resources for this purpose will have to come either by: diversion of Plan 
resources, through. additional saving, or increased foreign aid — most likely 
the fatter. The extent of such investment requirement is also not likely to be 
large. Additional investment for defence purposes may not exceed a sum 
of Rs. 300 crores for the next three years, or about Rs. 100 crores a year. 
There is sufficient room for economies in the Third Plan to find a sum: of 
this magnitude for defence investments. To the extent that such economies 
may be impossible, there is also the scope to raise the balance of resources, 
through additional saving, borrowing, taxation and foreign aid. 


Altogether, the impact of the frontier clashes upon the normal Plan 
investments over the next three years is not likely to be significant, and if 
something goes wrong in the Plan investments over the next three years, 
shortfalls cannot logically be: attributed to the existence of the national 
emergency. If at all, the emergency should increase the supply of investment 
resources and make it possible for the country to make up the lag in 
economic progress, -witnessed over the first two -years of the Third Plan. 
This happens usually even in the climate of cold war, much more so under 
belligerent conditions. 


.S. Kesava IYENGAR. 
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Paul LAMBERT, Studies in the Social Philosophy of Co-operation (La 
doctrine coopérative). Translated from French by Joseph Létargez 
in collaboration with D. Flanagan. Publishers: Co-operative Union 
Ltd., Manchester; Co-operative League of the U.S.A., Chicago; 
Société générale coopérative, Brussels. In 8vo, 310 pages. 


This is the English translation of Professor Lambert’s standard work. A 
Spanish translation was published in Buenos Aires and a Hungarian translation 
in Budapest, both in 1961. A translation into Greek will shortly be published 
in Athens. 

In his preface to the English edition, Professor Lambert points out that 
what he has written on dividends is closely connected with the actual practice 
of the British co-operatives; he also stresses the significant support co- 
operatives receive from the trade unions in the United States. 

He adds some new observations on the sale to non-members, which are 
based on experiences made in Sweden. 

He explains why his definition of co-operation is made along more general 
lines than that of Fauquet. 

He finally comments on the extent to which the principles enounced in his 
book can be applied in the developing countries and examines the social phi- 
losophy of co-operation prevailing in India. 


Eugène Decoux. 


INSTITUT INTERNATIONAL DE FINANCES PUBLIQUES: Impôts sur la fortune 
y inclus droits de succession (Taxes on wealth, including inheritance 
taxes) —- Debt Management. Brussels, Bruyland, 1962. One volume, 
8vo. XVI+410 pages. 


In September 1962 the International Institute for Public Finance held its 
Sixteenth Congress in Zurich. The agenda consisted of two items: taxes on 
wealth, including inheritance taxes, and public debt management This book 
is a record of the work of the Congress: it contains the text of the general 
and national reports and a record of the proceedings. 


1. Taxes on Wealth. 


The main national reports were sent in by Germany, Switzerland, France, 
the Netherlands, the United States, Belgium and England. 


at 
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An analysis of these reports shows that the systems of taxing wealth or 
capital in force today are extremely varied. 


Some countries, such as Belgium and France, do not impose any annual 
tax on total capital holdings. In these countries the principal taxes on 
capital (all of them occasional) are inheritance duties and taxes on the 
transfer of certain assets (in particular the- registration charge for real-estate 
transfers). 


Other countries, however (in particular the Netherlands and the Federal 
Republic of Germany), have introduced an annual tax on capital. 


As the general reporter on the subject,’ Professor Bent Hansen, points out, 
most of the national reporters are in principle in favour of a periodical 
tax on wealth. 


Mr. Max Franck, the Belgian reporter, is of the opinion that the intro- 
duction of such a system in Belgium would provide a valuable means of 
checking income-tax ‘returns. He also points out that ‘taxes of this kind, in 
one form or another, are levied in all the Common Market countries except 
France and Belgium. 


Professor Blancher, the French reporter, is less categorical. He considers 
that “the principle of a capital tax is defendible” but that such a tax, if 
applied, should be light, “in order to enable individuals to: enrich themselves 
. by accumulation of the fruit of their labours”. 


-. One might regret the absence, in the general report or elsewhere in the 
book, of :any. comparative table showing the revenue yielded by the different 
taxes: on capital-in proportion to. total tax revenue in each of the countries 
concerned. Paradoxically enough, a table on. the subject published, inter 
alia, in Fiscalité. (1962, No. 1, page 21) reveais that. capital taxes in Belgium 
bring in a higher proportion of total tax revenue than similar taxes in 
countries where annual capital taxes have been introduced. 


2. Public Debt Management. 


. In the reports. and discussions on a regular tax on capital there was a fair 
measure of unanimity in favour of such a tax; on the subject of public debt 
management, however, a wide range of different Opinions were expressed. 
Mr. Masoin made the point clearly in his final speech, when he said: “The 
budgetary and financial aspects of the problem were left aside and attention 
was focused on considerations of currency management and even the general 
management of the national and international economies.” : 


=- A study of the reports shows that’ opinions on. the subject ‘are in a stage 
of rapid evolution, particularly with regard to the problem of. consolidation 
of the floating debt. There was also considerable discussion on the subject 
of the inflationary or HEES Ge of changes in the volume of a 
public debt: 


The French national report Contains ‘a particularly Dee study of the 
public debt in France since the end of-the Second World War. 


Edouard Bours, 
Agrégé in Fiscal Law, University of Liège 
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Emile van LERBERGHE: La genése du Crédit communal (The story of 
the foundation of the Crédit communal de Belgique). Brussels, A. 
Leclercq, 1962. One volume, 8vo. 260 pages. 


The delicate problem of finance has continually proved a major source of 
difficulties for municipal authorities faced with the need to undertake public 
works to comply with the dictates of progress and hygiene. In particular, 
the small communes, which had no financial resources to draw on and 
consequently enjoy no confidence, were either unable to obtain any credit or 
forced to accept extremely harsh terms and in so doing to assume financial 
burdens too large for their budgets. 


In 1860, when Frére-Orban took the bold but inspired step of establishing 
the Crédit communal de Belgique (CCB), an ingenious solution was found 
to this problem which provided local authorities with a means of obtaining 
finance on relatively easy terms. 


Mr. Emile van Lerberghe’s excellent book describes the circumstances 
which made the establishment of the CCB necessary and throws much light 
on the actual foundation of this institution, which has done so much to 
enable local authorities to continue to exist as living and independent units. 


The author draws on sixteenth-century documents to show the difficulties 
which communes had in raising money in those days and describes the 
unusual arrangements which sometimes formed part of loan agreements 
entered into by local authorities. 


Under the different bodies of legislation applicable to communes prior to 
1830 the financial situation of the latter steadily became worse owing to 
abuses and the exactions of the absolutist central government. The latter 
established redemption funds which were supposed to enable local authorities 
to pay off their debts. However, those funds proved useless, as they could 
be abolished by the arbitrary decision of the Crown. 


The financial ruin of the communes was precipitated when, under the 
French Revolution, their assets were taken over and they were given assignats 
in exchange. 


The year 1840 saw the first attempts made by some communes to improve 
their financial situations. Municipal associations were formed to undertake 
public works, and redemption funds were established to enable the communes 
to pay off their debts. Several different methods were tried of dealing with 
the problem of communal finances; none of them proved really effective. As 
a last resort the organisation of a lottery was proposed. The crisis which 
occurred in Flanders in 1845 made it even more urgently necessary to establish 
a body which would help the communes to lighten their burdens. 


The credit for finding an effective and lasting solution to the problem of 
municipal finance must go to Frére-Orban. In 1860, after rejecting the 
proposals of a number of politicians and bankers, he put forward a new 
scheme, based on the principle of association, in which communal authorities 
could enjoy membership without at the same time assuming joint responsibil- 
ity for all one another’s liabilities; in other words, the member communes 
would be simultaneously shareholders and customers. He was determined 
that communes should no longer have to humble themselves by begging for 
loans and accepting harsh terms to get them. His merit lies in the fact that 
he provided them with new financial resources. He made over the product of 
local entry taxes (droits d’octroi) to the communes. This enabled them to 
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pay off their loans without unbalancing their budgets and provided an 
absolute guarantee for the bonds they issued. The effectiveness of the 
scheme was enhanced by the establishment of an institution to administer it. 
The principle had been though of long before, but nobody had ever thought 
of this way of putting it into practice. In 1860 he was a bold man who could 
lay claim to having solved the problem of municipal finance; Frére-Orban 
not only made the claim but also, by this method, made his claim good. 


The story of the foundation of the CCB is told vividly and readably. The 
author has skilfully avoided any danger of boring the reader — as he might 
easily have done — in recounting the fruits of his research, When reading 
the book we feel as though we are actually present at a minor historical 
event. This book is more than just a stark, cold description of the difficulties 
facing the communes and the means by which they tried to overcome them 
in the past. The reader is swept back into the realities of life in those times 
by the excellence of the documentation, the precision of the historical detail 
and the wealth of anecdotic material quoted. The author has drawn on the 
resources of the archives of the central government, Frere-Orban’s own files 
and the correspondence of politicians and private persons and from these 
has skilfully drawn a picture of the developments leading to the establishment 
of the CCB and to evoke the hostility and the enthusiasm which the project 
to establish it aroused. 


This book is a tribute to the perseverance and the creative boldness of 
Frère-Orban and his colleagues. 
Monique LIÉGEOIS. 


Hans RITSCHL: Die Besteuerung des öffentlichen Unternehmen (The 
Taxation of Public Undertakings) Gutachten erstattet im Auftrage 
der Gesellschaft für öffentliche Wirtschaft, Schriftenreihe der 
“Gesellschaft für öffentliche Wirtschaft”, Heft 7. 


During recent years campaigns against public economy have been launched 
on a variety of fronts. Although the extreme position that public under- 
takings are incompatible with a market economy and that they are a kind of 
foreign body in the mechanism of the market economy is rarely encountered, 
the main line of argument usually put forward is based on the so-called 
principles of “equality of treatment” and “the same competitive conditions 
for all”, from which the conclusion is drawn that collective-economy under- 
takings (that is to say, public and co-operative undertakings) should be 
required to bear the same tax and cost burdens as private undertakings. 


In this book Hans Ritschl judicially considers the demand that the real 
or imagined tax advantages enjoyed by public undertakings should be 
completely abolished. First of all, he deals with the ever-popular misappre- 
hension, which is widely encountered in both theory and practice, that “there 
is only one type of economy or economic unit which actually produces and 
offers goods and services, namely the profit-making undertaking operating 
in accordance with the profit motive” (pages 9-10). Ritschl refutes this 
theory as unrealistic, “tenable only in a theoretical universe of abstract 
models”, and describes the great variety of different types of undertakings 
which have developed precisely in the public sector to achieve the equally 
great variety of aims and purposes that sector has to achieve. He goes on 
to say: “In discussions on economic policy and on the subject of the tax 
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liability of public undertakings one often gets the impression that all public 
undertakings are operating exclusively on a profit-making basis. In fact, such 
undertakings are exceptions” (page 14). 


In his analysis Ritschl makes it perfectly clear that any theory in which 
profit-economy undertakings are visualised as the only purely rational or 
purely economic type of undertaking provide ammunition for the detractors 
of public economy, whether their authors intend this or not. 


In the first part of the book Ritschl begins by examining the basic tenets 
underlying the two pairs of antonyms— first, “economy based on need” and 
“profit economy” and, second, “private economy” and “collective economy” 
(pages 11-12); he then goes on to explain and develop his two well-known 
systems of classifying individual undertakings owned by public authorities. 
He uses his systems of classification, first of all to provide concepts embracing 
the whole variety of different types of individual economic units and then 
as a basis for an examination of all the arguments put forward in favour 
of the fiscal policies applied to each group. Under the first system under- 
takings are to be classified according to the need to be met (collective or 
individual), the method of ensuring that costs are covered or that a surplus 
is earned (principle of management) and the method used to fix rates or 
prices. Under the second system the different types of publicly owned 
economic units are classified “according to their position vis-a-vis the general 
administration” (page 15). For purposes of fiscal policy a third system of 
classification, based on the position of the individual undertakings in the 
market, must also be used. 


In the second part Ritschl lays down the principles governing a “rational” 
(page 44) or “functional” (page 61) system of taxation of public undertakings 
and examines the justifications for the demand that the different individual 
economic units owned or directed by public authorities should be taxed on 
the same basis as other undertakings. 


In Ritschl’s view the discussions on the subject of equality of terms of 
competition and of taxation for public undertakings are usually based on 
two inaccurate assumptions: firstly, that there is always competition between 
public and private undertakings, and secondly, that all taxes affect terms of 
competition. 


Ritschl considers both assumptions — at least, expressed in such general 
terms — to be untenable. First of all, one must be clear whether one is 
dealing with taxes on costs, taxes on profits or taxes of a “service” character, 
that is to say, payments “collected in the form of taxes but which are in 
form and in purpose a special contribution towards the coverage of cosis 
incurred by the community and chargeable to the taxpayer” (page 27). 


Ritschl’s analysis leads him to the conclusion that, as far as taxes 
affecting costs are concerned, “the demand that public and private under- 
takings should for purposes of competition be given equality of treatment in 
regard to taxation is natural and perfectly justified” (page 24) and that the 
exemption of public undertakings competing with private undertakings from 
taxes of a service character “would give them a competitive advantage” 
(page 28). 

On the other hand, he categorically opposes any suggestion that public 
undertakings should be required to pay taxes on profits. From the point of 
view of public finance the suggestion is untenable “because profits taxes do 
not affect ability to compete” (page 41). For him the exemption of public 
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undertakings from profits taxes offers a means of preventing private under- 
takings passing on the burden of such taxes to the consumer—-a procedure 
which he considers “scandalous”. He says: “If profits taxes on public under- 
takings and the equally questionable corporate tax liability of co-operatives 
were abolished, private profit-making undertakings in the sectors concerned 
‚would be unable to pass on the burden of the profits taxes they have to pay” 
(page 24; see also pages 41 and 52). 


In the third and last part, Ritschl examines the fiscal treatment of public 
undertakings .under the existing system in the light of the principles developed 
in the previous chapters. He does not confine himself to describing taxation 
provisions and decision but also analyses economic inter-relationships and 
the. functional viability of the collective-economy sector as an essential 
feature of the market economy system. The next two chapters, and in particular 
chapter 3, contain a number. of references to current problems such as the 
problem of granting concessions (pages 44 ff), the problem of road charges 
(pages 38, 57 ef al.), the question of taxation of oil pipe lines (page 58), etc. 
Of particular interest are the important reflexions on the question of the 
most suitable legal forms for public undertakings and on the possible 
undesirable consequences of an inappropriate choice of legal framework for 
public undertakings in general; the remarks are particularly relevant to 
present-day development in the sectors of the economy controlled by local 
authorities (see, for instance, page 51). 


One might express the hope that everybody who ventures an opinion on 
the basic problems relating to public economy would read this book and 
other books by the same author— and at the same time make a closer 
acquaintance with the now well-established German .theory of collective- 
economy undertakings. Much incorrect thinking would thus be avoided; in 
particular, the lack of foundation of the theory.of the profit-economy der 
taking as a complete and independent unit in itself, which Ritschl, Weisser 
and others have been attacking for many years, would become clear. 


The appendix contains a revised version of an earlier article by Konstanz 
Schmölder on the subject of the legal status of public undertakings in 
Germany for taxation purposes since the time of Imperial Germany. Special 
attention is given to the legislation of the 1920s. One particularly appreciates 
the detailed analysis of the debates concerning equality of terms of competi- 
tion for public undertakings which took place in the 1920s; the arguments 
put forward, and the interested parties who championed them, have not 
changed during the intervening period. 

Theo THIEMEYER. 


Gerhard WUTHE: Gewerkschaften und politische Bildung (Trade Unions 
and Political Education). Schriftenreihe der Forschungsstelle der 
Friedrich-Ebert-Stiftung. Hanover, Verlag fiir Literatur und Zeit- 
geschehen, 1962. 312 pages. 


The author begins his introduction with some remarks on “the task of 
‚political education in a democracy” and “the position of the trade unions in 
the political order of a modern mass democracy”. The first part of the book 
is an attempt to define the nature and goals of trade-union education, and the 
second part consists of a study of the ways and means by which trade unions 
discharge their educational responsibilities. | 
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The table of contents suggests that the book will consist mainly of a 
systematic exposition of the educational problems of trade unions. However, 
it also contains a detailed survey of the history of workers’ education since 
the turn of the century, and particularly during the time of the Weimar 
Republic. The fact that the historical aspects of the subject predominate in 
several chapters in no way detracts from the value of the book, which ts 
certainly a valuable contribution to the history of trade unionism and the 
workers’ education movement. Its value in this respect is but little diminished 
by the fact that a number of the points made in the chapters concerning the 
nature and characteristics of trade-union education are open to challenge. 
The vagueness and lack of precision one finds at moments are inevitably due 
to the fact that, in the absence of other sources, Wuthe has had to draw on 
the relevant German educational writings; these—at least the particular 
examples Wuthe has chosen — are to a very considerable extent permeated 
with phenomenological and essentialist concepts and have not yet been 
influenced by the more modern analytical techniques and theories of social 
science, Consequently sociologists will tend to condemn as empty formulae 
and phrases which convey little or no factual information to the reader some 
of the arguments and considerations which Wuthe has accepted. One is 
distinctly alarmed by phrases such as his reference to “man as a personality 
in which the general and the specific aims of educational effort combine in 
meaningfulness and needfulness” (page 35). Some remarks, too, such as the 
statement that political education “to promote the basic democratical prin- 
ciples of human worth, freedom and justice” requires direction and guidance 
(page 191) are also somewhat alarming. However, Wuthe is fully aware of 
the problematical aspects of such phrases; on page 96, dealing with this 
same subject, he writes: “The real task the understanding of the nature of 
these values, their careful interpretation and their translation into concrete 
terms of social policy framed to achieve the fundamental aims of social 
development — has yet to be tackled.... Over-hasty agreement could only 
lead to the adoption of empty phrases which would not only leave the real 
problems unsolved but actually make their solution more difficult.” 


It is a pity that, notwithstanding the clarity of insight he shows in the 
above quotation, Wuthe has adopted a number of meaningless phrases. Even 
the distinction between “ethics of character” and “ethics of responsibility” 
(page 16), which he has borrowed from Max Weber, requires some further 
clarification, particularly as in recent years this distinction has been fre- 
quently abused in the political sphere; in justification of the most unprincipled 
acts the argument has been put forward that they constitute “pragmatic 
behaviour” within the framework of Max Weber’s “ethic of responsibility”. 


In criticising particular points in Wuthe’s thesis one must not lose sight 
of the fact that he is to a certian extent breaking new ground; for, as he 
himself points out, “since 1945 there has been no general examination of the 
problem of trade-union education of the kind which took place in the 1920s” 
(page 31). As the author quite rightly points out elsewhere in the book 
(page 84), “no attempt has yet been made to develop a comprehensive theo- 
retical concept of trade-union education which the trade unions could follow 
in their educational activities”, although “during the discussions of recent 
years a theoretical definition of the place of trade unions has been repeatedly 
called for”. Consequently, when attempting to supply a definition of the 
aims of trade-union educational activities, Wuthe has not even a “theoretical 
concept”, let alone a “model”, to base his arguments upon; he is obliged to 
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make do with references to the aims of trade-union activity in general in so 
far as these can be deduced — sometimes clearly, sometimes with difficulty — 
from the policies of trade unions as demonstrated in their day-to-day activities. 
He considers that one function of the trade-union movement is “to provide 
the political system with a social and economic basis commensurate with its 
principles and continually to ensure that the rules laid down to govern social 
behaviour are always abreast with developments in the social field” (page 28). 
He considers that the acceptance of this task gives rise to a tendency which 
will, as he states elsewhere (page 86), “eventually lead to the abolition of the 
present division of society into classes”. However, Wuthe goes on to state 
that the second function of the trade unions is “the integration of the 
employee group into the existing political order”; this would involve a change 
in the functions and the accepted position of the trade unions in advanced 
capitalist-type economic systems. In this context “the political function of the 
trade unions becomes involved with the maintenance of an order; in so far 
as it makes for the security and the smooth running of such an order, it is 
conservative in character” (page 128; see also page 191). 


Thus the educational responsibilities of the trade-union movement also 
include the task of integrating the worker in the existing political order. The 
trade unions thus appear as. instruments for the preservation of the structure 
of a capitalist society which must in the last resort endeavour to maintain 
and uphold such a society. In fact, Wuthe considers that the trade unions 
have in the educational field the same responsibilities as they have held, 
willy-nilly, for a number of years in the field of economic policy, namely, the 
protection of the capitalist system (by pursuing an active wage policy) against 
a sudden fall in the demand for consumer goods and at the same time against 
the ever-present danger of a crisis caused by an excess of supply over 
demand. In this respect Wuthe’s analysis is open to criticism. 


Last but not least, the book is extremely interesting because Wuthe draws 
not only on an exceptionally wide range of sources and writings, but also on 
his own personal experience in the field of workers’ education. It is not only 
an important contribution to the history of the working-class and trade-union 
movements, but also an extremely important work on trade-union policies 
in the Federal Republic of Germany today. 

Theo THIEMEYER. 


Otto BICKENDORF: Die Harmonisierung der Arbeitskosten im Gemein- 
samen Markt (The Harmonization of Labour Costs in the Common 
Market). WWI-Studie zur Wirtschaftsforschung. Published by 
the Trade Union Research Institute, Cologne, 1962. 122 pages. 


An interesting development, from the standpoint of policies governing 
general economic organisation, has been the attempts of persons and organ- 
isations competing: in some fields of the market-economy system to shift the 
competitive struggle to a different—one might say, administrative -— plane 
by accusing their competitors of functioning under conditions distorted in 
their favour, providing artificially subsidised services and offering these at 
prices which do not cover their “real” costs; the complainants request state 
action to rectify this situation. The question of what constitutes real or 
genuine costs has for some time been a major political battleground. Argu- 
ments have been fierce in connection with defrayment of the cost of roads —a 
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problem to which no solution can be foreseen at present — the interpretations 
of the enquiry into competition in the credit sector and, last but not least, 
on the question of the “harmonisation of labour costs” within the Common 
Market. In this book Bickendorf concentrates on the relationships between 
all these different factors. He shows that the phrase “harmonisation of 
labour costs within the Common Market” is neither more nor less than a 
campaign slogan put forward by various groups of interests. The French 
economy was by far the most ardent champion of this principle until it was 
forced to give more attention to stabilisation on account of considerations of 
monetary policy. However, an increasing number of demands for the levelling 
up of labour costs in the other member countries of the EEC is being heard 
in Germany; the increase has been particularly marked since the re-valuation 
of the mark. 


Bickendorf sets out to prove that the demand for harmonisation of labour 
costs is absolutely untenable. At the same time, he offers us an extremely 
instructive survey of the discussions which these problems have so far given 
rise to in the economic field. 


The author begins by examining the different methods of comparing labour 
costs and the value of the conclusions that can be drawn from their findings; 
he then goes op to outline the principles underlying wage and social policy 
in the member States of the European Economic Community. One finds every 
degree of state intervention — or lack of intervention — in the labour market 
in these countries, where the situation ranges from complete freedom of 
employers and workers to negotiate wages and salaries (in the Federal 
Republic of Germany) to complete state control of wage and salary levels (in 
the Netherlands). There follow a few chapters reviewing the statistical 
material available. He analyses the extent to which the provisions of the 
treaties establishing the EEC and the ECSC provide a basis for a common 
wage and social policy. Lastly, he examines in detail the question of whether 
“the harmonisation of labour costs” is in fact possible under this system. 
He comes to the conclusion that the comparison of labour costs, or of 
individual elements thereof, in isolation, yields little of value. Moreover, “it 
cannot be emphasised strongly enough that differences in labour costs may 
be offset or aggravated by differences in the cost of other factors of pro- 
duction; in addition, these comparisons take no account of productivity 
levels —-a factor which may well have a considerable influence on relative 
cost levels in different countries” (page 64). Bickendorf comes to the same 
conclusion as Ohlin, mainly that “harmonisation of wages is unnecessary and 
impossible” (page 85). The EEC Treaty is designed, not to put an end to 
differences in costs, but to exploit situations in which costs are relatively 
low by gradually removing trade restrictions and thereby indirectly helping 
to improve the living standards of the relatively under-developed regions of 
the Community. In this context particular importance attaches to the vote 
of the EEC member countries on monetary policy. 


Bickendorf’s condensed but precise description of this problem is 
recommended to all persons desiring to study wage policy problems in the 
Common Market and to persons involved in discussions on the subject of 
“harmonisation of labour costs” and the principles underlying this slogan. 


Theo THIEMEYER. 
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Albert MEISTER: Principes ef tendances de la planification rurale en 
Israel (Principles and Tendencies’ of Rural Planning in Israel). 
Paris-Le Havre, Mouton & Cie, 1962. 


This book was written after the author had undertaken a study tour of 
Israel. In it he sets out principally to describe and analyse the methods 
resorted to in dealing with the problems of absorbing immigrants in recently 
established co-operative villages or moshve ovdim. 


The author reminds us that Israel’s constitution obliges her to keep her 
doors open to any Jewish immigrant from any country and will have to adhere 
to an economic system of the “settlement” type for some time in the future. 


The founders of the earlier settlements were usually members of the 
upper classes of the Diaspora Jewish society with a high standard of social 
and political education; whereas the immigrants arriving today, most of 
whom come from Eastern Mediterranean and African countries, are imbued 
with a “petit bourgeois” spirit, accept the obligations inherent in the principle 
of coliective action with reluctance and sometimes even attempt to evade 
them. 


This is probably why they tend to shun the kibbutzim, in which agri- 
culture and marketing are both carried on collectively, and to gravitate 
towards the moshve ovdim, which are associations of small individual farmers 
without any hired labour and in which all purchases and sales are made 
jointly, or, if nothing better offers, towards moshav shitufi, in which the 
collective production methods of the kibbutzim are combined with the prin- 
ciples of private consumption applied in the moshve ovdim. ` 


These immigrants must be settled and assimilated into the life and the 
economy of the new State as quickly as possible. This, however, cannot be 
achieved without a certain measure of planning at the level of the individual 
unit as well as at the national level. An extremely original planning system 
has been adopted. 


This gives an idea of the main subjects covered by Meister’s book. It does 
not contain any general considerations on settlement in Israel or the future 
prospects for such settlement. The author is in any case not concerned with 
the general aspects of the problem; he confines himself to the study of one 
single aspect (probably the one of the greatest topical interest) and offers a 
wealth of information, figures and ideas on the subject with characteristic 
precision and accuracy. 


The Israeli experiment — which constitutes an attempt to develop a new 
road to socialism-has already formed the subject of several extremely 
interesting studies. Albert Meister’s latest book is a new and valuable 
contribution to the propagation of a better knowledge and understanding of 
the new forms of life and work which have been developed in Israel. 


André HIRSCHFELD. 
(Institute of Co-operative Studies) 
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Emmanuel BOTOSHVILY : Le mouvement coopératif de consommation en 
. Israel et son apport à la doctrine coopérative (The Consumption 
Co-operative Movement in Israel and Its. Contribution to the Co- 
operative Doctrines), Fédération coopérative régionale No. 1, 1962. 


72 pp. 


This pamphlet is made up of extracts from the thesis which won for 
Mr. Botoshvily, who is an Israeli national, the degree of Docteur ès sciences 
économiques of the Faculty of Law of Paris University. It also brought him 
the “Co-operation Prize” for 1961. 


The author begins by examining the Israeli co-operative movement as a 
whole; he then goes on to consider the part the consumer movement can play 
in securing the satisfaction of the general interest, the relations of the move- 
ment with other institutions, its problems and its future. In one section he 
discusses the extent to which the Israeli co-operative movement can serve as 
an example for developing countries. 


A study of the pamphlet will give the reader a better understanding of the 
very considerable influence which the co-operative movement has had in the 
economic and social development of Israel. Some sections, however (including 
those in which the author enters into doctrinal considerations) are so 
condensed that they leave the reader with a sense of disatisfaction. One 
example is the section dealing with the relations between the consumer co- 
operative movement and other bodies. 


Even so, the pamphlet is of undeniable interest. It leads one to hope 
that the full text of Mr. Botoshvily’s thesis will be published shortly. 


Eugène DECOUX. 


Alexander Fraser LAIDLAW: The Campus and the Community. Montreal, 
Harvest House Ltd., 1961. 173 pp. 


In this book Mr. Alexander Laidlaw, who is at present Secretary of the 
Co-operative Union of Canada, describes how a small Roman Catholic uni- 
versity in Canada — the St. Francis Xavier University of Antigonish, in Nova 
Scotia — has become an educational centre for the co-operative movement 
throughout the world. 


He begins by outlining in general terms the problem of adult education 
and analysing the pros and cons of the participation of universities in adult 
education work. He then goes on to describe the work of St. Francis Xavier 
University in his own Province of Nova Scotia. 

Some 30 years ago, under the leadership of a few of the teachers in that 
university — and in particular Dr. Tompkins and Dr. Coady—a compre- 
hensive programme for the improvement of economic conditions in Canada’s 
seaboard provinces was drawn up. At that time the lot of farmers and 
fishermen in those regions was a particularly hard one. 


The programme was based on the following principles: 
(a) the overriding importance of the individual; 
(b) the need for social reforms based on better mass education; and 


(c) the organisation of education on a group basis designed to enable human 
beings to satisfy their economic needs. 
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The organisers were convinced that a general social reform would lead to 
radical changes in the existing social and economic institutions and hoped 
that their work would enable every individual to lead a full life within his 
own community. 


Thus at the outset a close link was established between the general 
problem of mass education and that of the improvement of the economic 
condition of the people. Thus the promoters of the Antigonish movement 
were inevitably led, in the early stages of their work, to give thought to the 
development of the different branches of the co-operative movement, which 
was treated, not as an end in itself, but as a means of achieving a greater 
measure of social justice and welfare. 


Dr. Coady, explaining the close relationship between adult education and 
co-operation, once wrote: “We provide the basis for an understanding of 
Shakespeare and of grand opera ... through credit unions and co-operative 
stores.” 


It is interesting to note that Dr. Coady envisaged other means by which 
men could attain their ends than the development of the co-operative move- 
ment. He wrote: “Socialisation of certain industries is another instrument 
which the people can use in ‘the establishment of economic democracy. The 
common good demands public ownership of all those industries that cannot 
be safely left in the hands of individuals.” He went on to say: “Among the 
few enterprises that should be publicly owned, the production and distribution 
of electric power is certainly one.” 


One of the first subjects taken up by the Adult Education Department of 
St. Francis Xavier University was the study of the condition of the rural 
population of Nova Scotia. As a result of extremely close co-operation with 
the trade unions it was able to widen the field of its activities very rapidly; 
it now makes its influence felt throughout Canada, the United States and 
South America. Its fame has spread even further, for, since the end of the 
Second World War, large numbers of heads of co-operative movements in 
African and Asian countries have been to Antigonish to study the methods used 
there. 


A few years ago an international institution to centralise and promote the 
training of community development experts was officially established at St. 
Francis Xavier University. Mr. W.P. Watkins, the Director of the Inter- 
national Co-operative Alliance, considers that this institute has become 
“a Mecca of co-operative education to which the ICA will send more and more 
co-operators for training in social leadership as its long-term programme 
for the promotion of co-operation unfolds”. 


The institute, which bears the name of Dr. Coady, is the latest of the 
series of remarkable achievements which can be attributed to this group of 
daring, persevering and generous men. 


Mr. Laidlaw has drawn richly on his experience during the many years. 
during which he held a position of importance at Antigonish university to 
make this book fascinating reading from the beginning to the end. It will 
certainly be of interest to all persons throughout the world who are interested 
in the problem of adult education, on which the improvement of the economic 
and social condition of the masses so much depends. 


Eugène DECOUX. 
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INTERNATIONAL CO-OPERATION 1949-1957. Volume V: Reports on 74 
National Co-operative Organisations in.38 Countries. International 
Co-operative Alliance. 292 pp+38 pp of tables. 


This book describes the development of the different branches of the co- 
operative movement in various countries during the period 1949-57. 


The main item of interest during this period is the different measures 
taken by co-operative movements to adapt their organisational structures to 
the dictates of changing situations, and in particular to the changes caused 
by the Second World War. 


The material on the different countries is in each case given under the 
same subject headings; this facilitates comparison considerably. In each case 
a brief description of general economic development in the country concerned 
is followed by a description of the achievements of the co-operative movement 
in the same country. 


This book is an extremely valuable reference work. 
Eugène DECOUX. 


R. SOUTHERN and P. B. ROSE: Handbook to the Industrial and Pro- 
vident Societies Acts, 1893-1961. Manchester, Co-operative Union 
Lid., 1961. 228 pages. 


This is a new edition of a book originally published in 1947. It contains 
the provisions of the Industrial and Provident Societies Act, 1893, and of all 
the amendments to the Act adopted since that date with the exception — 
obviously of the most recent ones. 


These are the statutory provisions which regulate the status and function- 
ing of co-operative societies in Great Britain. 


It is a particularly convenient reference work as notes and commentaries 
are, wherever appropriate, appended to the texts themselves. 


This book will be of considerable value to heads of co-operative organ- 
isations in Great Britain and to persons performing research in subjects 
connected with comparative co-operative iaw. 

Eugène DECOUX. 


Raimo HEIKKILA: Finland, The Land of Co-operatives. University of 
Helsinki, Institute of Co-operation, 1963. 64 pp. 


This small book shows clearly that Finland can be not unfairly described 
as primarily “a country of co-operatives”. Today, out of Finland’s population 
of 4% million, nearly 1,800,000 are members of local societies. 


In Finland the co-operative movement has established a foothold in most 
sectors of economic activity. In some sectors it is in an extremely strong 
position; it controls 35% of the wholesale trade in consumer goods, 37% 
of retail trade in consumer goods and 74% of egg exports, holds 24% of 
all savings deposits and handles 90 % of the throughput of slaughter-houses 
and 98 % of all milk processed by dairies. 


The author begins by describing the history of the movement and out- 
lining the basic principles of Finland’s co-operative legislation; he then goes 
on briefly to describe the different branches of co-operative activity in Finland. 
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The main societies in each sector, although they usually operate independently 
of one another, usually belong to one of the three central organisations — 
Pellervo, which was founded by Hannes Gebhard, the founder of the Finnish 
co-operative movement; the K.K. Union; and the F.S.A. Union (the member- 
ship of which consists of Swedish language organisations). 

The author also draws attention to the fact that in addition to their acti- 
vities in the production and distribution sectors, the different societies lay 
particular stress on the education of their members (schools, films, miscella- 
neous publications, study and research institutes, etc.). 


Mr. Heikkilä’s booklet is not intended to offer a detailed analysis of the 
whole of the co-operative movement in Finland. It does, however, give the 
reader a clear idea of the movement’s remarkable achievements. 


Eugène DECOUX. 


Margaret DIGBY: Co-operative Land Use. The Challenge to Tradi- 
tional Co-operation. Oxford, Basil Blackwell, 1963. 1 Vol, 8vo. 
84 pp. 


The factual implications of the word “co-operation” vary very considerably 
from one area to another. To take only one example: the differences between 
co-operatives in the Western world and those in communist countries are too 
well known to require description here. 

In this book Margaret Digby sets out to compare “the traditional with 
the revolutionary — co-operatives of the conventional type with those the 
operations of which are State-controlled”. The author restricts the scope 
of the book to agriculture, firstly, because this is the sector in which the 
differences between the two types of co-operative are most striking, and. 
secondly, because the production and distribution of agricultural produce, 
particularly in the underdeveloped countries, constitute one of the most serious. 
problems of our time, 


To begin with, Miss Digby analyses the reasons for the relatively backward. 
state of agriculture in many countries. The factors she mentions include in. 
particular the lack of technical training and education, the lack of equipment, 
material and sometimes manpower, the lack of financial resources and the 
unsatisfactory organisation of markets. 

The work done by co-operatives of conventional types to correct these 
imbalances is well known. However, they cannot cope with all these problems 
alone. Their success depends on the existence of an adequate network of 
educational facilities and of adequate banking and financial machinery, 


Co-operative societies of the conventional type have, in some cases, not 
been immediately successful. This is at least partly due to the fact that, 
as they: are fundamentally democratic in character, their worth depends to a 
considerable. extent on the worth of their elected officials. In fact, in certain 
countries the authorities, in view of the slow rate of progress achieved by 
conventional co-operatives, have fostered other systems of tilling the soil, 
hoping thereby to promote more rapid progress. 

The author divides the different systems into three main categories: firstly, 
systems in which the community spirit is the prime factor (as in the kibbutzim 
in Israel and. the people's communes in China); secondly, those based on the 
collective ‘tilling. of the soil (collective farms in the Soviet Union and the 
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People’s Democracies, the ejidos in Mexico and the agrarian experiments 
under way in India, Italy and various countries of Asia); and, thirdly, the 
less easily delimited group of systems under which the farmer cultivates his 
own land but is to a greater or lesser extent forced to make use of the 
services of a network of co-operatives (the moshavim in Israel being a typical 
example). The writer of this note considers that a classification according to 
the degree of freedom of choice whether to become a member or not would 
have been preferable. 


Aftr describing these different systems the author tries to ascertain to 
what extent they have facilitated the elimination of the difficulties mentioned 
earlier in this note. 


The conclusions she reaches are anything but categorical. There is no 
one system offering a satisfactory solution to all the problems arising in all 
parts of the world. This is particularly true of communal and collective 
systems, none of which-— apart from a few exceptions such as the kibbut- 
zim — can be considered to have been completely succesful. Their failure 
is certainly due to the fact that membership is usually acquired under duress 
and that the work of such societies is usually conducted in accordance with 
the dictates of a central plan drawn up on an abstract basis without regard 
to focal conditions. 


Miss Digby’s standing as an.expert in agricultural matters is well known. 
This her latest book will certainly be of interest to the reader as it sets 
out briefly the main principles underlying the different farming systems in 
use throughout the world. 

Eugène DECOUX. 


D. Wynne DAVIES: Co-operators and the Common Market. Co-ope- 
rative Union Ltd., Manchester, 1962. 68 pages. 


During the months of January and February of this year the main topic 
of interest in the international political scene was the discussions concerning 
the entry of the United Kingdom into the Common Market. The question 
was one which gave rise to very serious divisions in public opinion in that 
country. 


Co-operators and the Common Market was written before these nego- 
tiations began (the second edition was. published in May 1962). It was 
written, not to define the official position of the co-operative movement on 
the substance of the problem, but to “describe what is happening.... and 
draw attention to the adjustments which will inevitably result”. Thus it 
was written to provide a basis for positive discussion within co-operative 
organizations. 


The author briefly describes the existing European institutions and explains 
that the United Kingdom belongs to all the important ones except the three 
organisations of the Six. Naturally, at the same time, he describes the 
relations between the United Kingdom and these organisations. 


When he iurns to the problem of the desirability of the United Kingdom’s 
joining the Common Market the author begins by setting out the alternatives; 
the United Kingdom can either accept the whole of the Treaty of Rome 
and become a full member or accept part of it and acquire associate member- 
ship. He outlines the arguments most frequently put forward in favour of 
the different alternatives without indicating his own leanings. He also 
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stresses the fact that difficulties will almost certainly arise during the nego- 
tiations owing to the existence of the Commonwealth, the special position of 
agriculture in the United Kingdom, the existence of the European Free Trade 
Area and the possible supra-national implications of the Rome Treaty. 


The outcome of the Brussels negotiations is well known. 


The author then goes on to consider the strength of the co-operative 
movement in the countries of the European Economic Community and the 
part played during the last few years by the federal Dee which the 
national organisations of the Six have formed. 


In the author’s opinion the entry of the United Kingdom into the Common 
Market would give rise to a number of dangers to the British co-operative 
movement; in particular, he expresses the fear that it may lead to excessive 
development of monopolies and that entry may, in the political field, restrict 
the sphere of action of a Labour Government should the Labour Party be 
returned to power. The latter preoccupation is not surprising if one consi- 
ders that in the United Kingdom the DES Party is closely linked 
with the Labour Party. 


Lastly, the author considers the practical consequences of the geographical 
expansion of the Common Market. He advises heads of co-operative organi- 
sations at all levels immediately to begin considering what measures should 
be taken in the event of entry, in particular to modify production patterns. 
He also stresses the desirability of the immediate establishment of relations 
between British co-operative organisations and the federal co-operative organ- 
isation of the EEC. 

Eugène DECOUX. 


F. MERUSI, M. CARABBA, V. MEZZACAPO, A. RAGAZZINI and G. SIMONELLI: 
La direzione delle società a partecipazione statale (The Manage- 
ment of Companies in which the State has Share-Holdings). Volume 
17 of the series of studies and monographs published under the 
editorship of Mr. A. MORTARA. Milan, ICRICE, 1962. 137 pp. 


This book is made up of five articles. The first, by Mr. Merusi, describes 
the independent economic management agencies of the State-—IRI, ENI, and 
the autonomous agencies controlling spas, the film industry, the fund for 
the financing of the metal trades and the mining industry. They are described 
as institutions which receive their general policy instructions from the Ministry 
for State Share Holdings; their functions are laid down in the statutory 
instruments by which they were established and comprise primarily the 
administration of the holdings allotted to them. Objectively speaking, Mr. 
Merust considers them as undertakings; however, they have the subjective 
characteristics of entrepreneurs. Another interesting aspect of these institut- 
ions is that their activity is conducted in accordance with criteria of economic 
efficiency. The author examines the relations between these agencies and 
the State and then goes on to consider their structure and functions. 


The second article, by Mr. Carabba, deals with the power of the Ministry 
for State Share Holdings to determine the policies of these agencies. This 
is an important article; in it the author gives his definition of public under- 
takings. and outlines the system of State Ss holdings. 
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The third “articlé;tby. Mr. Mezzacapo, deals with the power to appoint 
and dismiss members ‚of. the managements of these agencies, with particular . 
reference to IRI-:and ENI, as these two corporations existed before the 
Ministry for State Share Holdings was established in 1957 and had to adapt 
their structures to the new system. 


The remaining articles deal with the supervisory powers exercised over © 5 


these agencies. Mr. Ragazzini describes the methods by which the Ministry 


for State Share Holdings is kept informed of the activities of these under- ` 


takings (powers of inspection, obligation on the undertakings to supply all’. 


documentary evidence and explanations required, etc.). The approval by the i p 


Ministry of the balance sheet of one of the undertakings under its control 
implies acceptance by the Ministry of parliamentary responsibility ‘therefor.: 
Mr. Ragazzini also outlines the disciplinary powers of the Ministry; in pari 


cular, it may, in accordance with a special procedure, dissolve the Board of. See 


Directors. Mr. Simonelli in his article describes the supervisory work of the 


Court of Accounts and Parliament. The main task of the Court of Accounts = - 


in this field is to collect information which will enable Parliament to reach: .- 


conclusions on the management of the undertakings in which the State- bas ` 
share holdings with a full knowledge of the facts. The author analyses the . 


statutory instruments which form the basis for this supervision and briefly ~. 


outlines experience in the same field in France and the United Kingdom. - 


Studies of this kind describing the different aspects of the system of State 


share holdings are of considerable value, The Ministry for State Share : 


Holdings was established in 1957. By 1962 it had become possible to compile `` 


statistics which provide a valid basis for comparisons and more detailed 


investigations. This book usefully clarifies the situation and analyses ‘the . 


different arrangements governing State share holdings in undertakings. 


In the preface Mr. Mortara warns the reader that the authors. are: “all: 
lawyers; they have set out to draw an objective picture of ‘undertakings in, 
which the State has share holdings at a particular stage of their develöp- | 
ment but have refrained from drawing any conclusions or making any recom- - 
mendations of a political, social or economic character. He adds that the 
different articles must be considered, not as parts of a whole, but "as indi- 
vidual studies written separately; in the circumstances, in view of the different 
opinions of the various authors on particular subjects, it is inevitable that the 
book contains a certain number of contradictory passages. 


A. INGENITO. 


V. PARETTI, L. CUGIA, V. CAO-PINNA, C. RIGHI: Strattura é prospettive bag 
dell’ economia energetica italiana (Organisation and Future Outlook . 
for the Energy and Power Supply System in Italy). a Borin-.- 


ghieri, 1960. 275 pp. 


This book is divided into four main sections. The first i the 


consumption and sources of energy during the period 1953-57 in Italy; the 
second describes the energy and power supply system in Italy in 1953. and: 


‘ 1956; the third describes the prospects for the development of the Italian’ 


economy up to 1965; and the fourth and last section gives estimates of the 
‘ demand for energy and power in 1965 in the light of the findings of the third. : 


-The first section contains all the available statistical data’ on- the energy 
sector. in: ‚Italy :for each. SE oo the period EN Each source of 
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energy is studied according to the material from which it is generated (pri- 
mary sources such as coal, lignite and oil; secondary sources such as coke, 
refined oil, blast-furnace gas), its geographical origin (imports — especially 
for energy obtained from primary sources — or domestic production — mainly 
for energy obtained from secondary sources) the economic sector in which 
it is used and the replacement possibilities. 


Thus the statistics collected and analysed in this section give a full and 
accurate picture of the power and energy sector in Italy in 1957. 


The second section, together with the first, provides a basis for estimates 
of future demand for energy in Italy. It analyses the relationships between 
the different energy-producing sectors. The analysis is based on Leontiev’s 
model, that is to say, the model of the system of national accounting in which 
_ the items are broken down and separated. In this section the relationships 
between the demand for energy and over-all demand patterns and the inci- 
‘dence of over-all energy costs on demand end-values are analysed. There is 

‚a separate chapter on the money values of the different types of energy used 
- in the Italian economy. This analysis is effected from the point of view, not 
of the supply sectors, but of the sectors purchasing the different types of 
energy. 


The third section sets out to forecast trends in the demand for energy 
up to 1965. “The usefulness of estimates of this kind is obvious if one 
remembers the increasing importance which energy supplies are acquiring in 
the development of all economic systems and the need to foresee well in 
advance potential bottlenecks in the supply of energy” (page 171). The 
estimates given here are based, not on short-term extrapolations or the results 
of correlations with macroeconomic values, but on the interrelationships of 
interdependency which exist between the energy-producing sectors and all 
the other sectors of the economy. This study requires an analysis of trends 
in national income, investment and consumption and a study of the dynamics 
of external trade. 


These forecasts were established for the period 1957-65. The most import- 
ant sectors, for the purpose of establishing estimates, are the energy- 
converting sectors; end-consumption represents less than one-third of total 
demand. The authors have therefore attempted to estimate the demand for 
energy in the production and manufacturing sectors in 1965. The estimates 
have been established on the basis of production leveis in 1956 and take into 
account the: possibility of substituting one type of energy for another. The 
last chapter offers a balance sheet of the supply of and the demand for 
energy from each different source in 1965. 


The preface to this book was written by Vasili W. Leontiev. He states: 
“This book offers a wealth of useful information on the rapid development of 
the Italian economy during the last few years. It shows how the effective 
application of modern methods of economic analysis can supply a basis for an 
economic policy designed to maintain — or better still to improve — the high 
rate of progress, even in years to come.” He adds: “The suthors of this 
study realised the degree of approximateness inherent in their estimates of 
the future supply of and demand for energy in Italy; however, the method they 
have followed is such that the volume of specific actual data on which their 
estimates are based is greater than that used in conventional economic forecasts 
of a less analytical type.” 


A. INGENITO. 
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Paul LAMBERT: L'œuvre de John Maynard Keynes (The Work of John 
Maynard Keynes). First Volume: Vues d'ensemble. Analyse de 
l'œuvre antérieure à la “Théorie générale” (Global Survey. Analysis 
of Keynes’s: Work up to His “General Theory”). Publishers for 
Belgium: The Liège Law Faculty; for all other countries: Martinus 
SIHRON, The Hague. 1-Vol. in | &vo, 344 pp. 


“The very theme of any new" bouk devoted to the work of J.M. Keynes is 
likely to arouse a feeling of irritation in many economists who feel that too 
much has already been said about that man. This may be so because they 
disagree with his ideas or because they contest their authorship; they may 
also feel annoyed simply by the eternal repetition of Keynes’s name which 
reverberates in their ears like the insistent sound of a drum.” 


By these words the author introduces this new analysis of the work of 
LA Keynes. He then goes on to explain the reasons why he has none the 
less chosen his subject: Keynes’s work constitutes, in fact, a turning point 
in economic thinking and anyone who is ignorant of his theory will be unable : 
to understand modern economic science. In the author’s words, “John May- 
Gard Keynes has remained the writer who is most frequently quoted and least 
well understood. With a little unkindness it would be easy to compile a vast 
anthology of obvious mistakes in interpretation or ignorance which can be 
found in -countless publications.” 


While these may all be pertinent and even final reasons, there nevertheless 
remained a strong risk that this new book might have been drowned in the 
flood of literature to which Keynes has given and is still giving rise. Fortu- 
nately, this new work on Keynes has two unique qualities. The first is purely ` 
technical; it consists in an uncompromisingly rigorous analysis of each of 
Keynes’s writings, of their origins and of their effects. The second can be 
found in the author’s brilliant way of writing which is matched by both his ` 
perspicuity and his lively, coherent recital; it also lies in his cultured, scho-. 
larly style that succeeds in animating passages which at first glance appear 
fated to be dry and boring. In a word, the author has achieved the feat of 
presenting ‘the reader with a scrupulous analysis that will satisfy even the 
most demanding expert, but in such a way that the work loses none of its 
‘interest for the “man-in-the-street” who is merely concerned with the fund- 
amental aspects of. economics and economic policy. 


Let us pick out at random some of the features which are likely to 
capture the imagination of the non-specialised reader. As everyone knows, 
Keynes never confined himself to mere abstraction but related his work to 
the most poignant problems of economic policy. As the author writes, “Keynes 
was like a sensitive photographic plate that registered the day-to-day pro- 
blems by which the world was held in suspense. A complete analysis of 
Keynes’s work means reviving the last splendour of the gold standard, the 
difficulties and the mistakes committed after the First World War, the great 
inflations, the erratic changes, the shocks received by 20th century capitalism, 
the end of the liberal era...” It would, in fact, be difficult to imagine an 
analysis of Keynes’s economic work that would omit to mention the principal 
events in economic and political history which were at the origin of Keynes’s 
thought and writings. To take an example, his book The Economic Conse- 
quences of the Peace cannot be measured at its just value unless it is placed 
against the background of the Versailles Treaty and the turbulence of that 
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period. Was it true that the Treaty of Versailles violated the conditions of 
the Armistice and that the Germans could not possibly have paid the sums 
demanded from them in reparation? With unusual skill, the author describes 
the impassioned atmosphere of the debates and, with complete impartiality, 
gives the different participants their due. To take a different example in 
connection with other writings of Keynes: was it wise of Winston Churchill 
to set the parity of sterling at the level of 1913? The author shows how right 
Keynes was in opposing this measure, the fatal consequences of which he fore- 
saw. In 1930, when the depression—-which can now be measured in its 
whole magnitude — loomed on the horizon, Keynes wrote: “For eleven years 
I have played the role of Cassandra; ...I hope that I shall not be right again 
on this occasion...”. Everyone knows what happened then. In his work, 
Professor Lambert opens the reader’s eyes about the reasons for this some- 
what bitter remark. 


Keynes’s philosophy was neither liberal nor socialist. In an account which 
is noteworthy for its subtle nuances and its absolute impartiality, the author 
attributes Keynes to the variety of neo-liberals and explains the reactions 
caused by his theory and his opinions among the socialists, communists, 
liberals and even amongst the neo-liberals themselves. He concludes: “Keynes 
had disciples, but he had no faithful followers.” 


There is one fast feature. In his biographical outline, the author speaks 
of the different strokes of luck Keynes experienced in his life. But when 
pointing out that Keynes did not wear uniform during the First World War, 
Professor Lambert goes on: “I hesitate when trying to say that this was his 
last piece of luck. War-time experience in the armed forces — the protracted 
contact with men of all classes, the brutal baring of the soul in times of 
danger, the unbelievable courage and sacrifice shown, but also cowardice and 
cruelty — whatever the hardships, all this remains an invaluable enrichment 
in human knowledge for any one who has been through it. There is there- 
fore no saying how much such an experience might have added to Keynes’s 
work.” Such considerations are gratifying to read when coming from the 
pen of an economist, because they show that, although an expert, he does 
not forget the human aspect when writing about his technical subject. An- 
other pleasant feature is that Professor Lambert is not blinded by his admira- 
tion for the man about whom he writes. Keynes was a lucky speculator. But 
after a while he started having doubts as to whether what he was doing was 
right. “It was unfortunate,” writes the author, “that by the time he felt 
these scruples, he had already become rich.” 


But, as already stated, these outstanding qualities in no way detract 
from the author’s exceptionally high level of technical analysis. So far, all 
comments of Keynes’s philosophy were based on the General Theory alone. 
For this, there are two obvious explanations. In the first place, the General 
Theory is one of Keynes’s more readable writings which, moreover, in the 
course of time has become the focus of attention of both specialists and the 
general public. The second reason why commentators have avoided dealing 
with the innumerable difficulties of his other economic work, is that they 
would also have had the thorny task of explaining the development of his 
philosophy. It was therefore easier to stick to the General Theory, and 
merely to give vent — either explicitly or by condonation — to the false opinion 
that Keynes was a fickle author. Paul Lambert felt that his analysis should 
extend to all of LA Keynes’s work, and the result has shown that this is 
the only valid perspective. He proves beyond the shadow of a doubt that 
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“Keynes’s inconstancy is only apparent” and that “his theory — far from 
being piecework or trifling —...was a hard, sustained effort along a straight 
line”. Therefore, “Keynes’s crowning piece, published in 1936, finds its 
real explanation only in the previous attempts and failures of the author who, 
for twenty years, always followed the same path in his research”. 


It is impossible to make a complete list of all the problems encountered 
by the reader of Keynes’s writings, to which Professor Lambert, with unusual 
insight and authority, has given a definite solution. Only a few of them 
shall be mentioned here. To what extent did Malthus foreshadow and prepare 
the work of Keynes? How did it happen that Keynes successively abandoned 
his theses of the passivity of the general price level and of the purchasing 
power parity? What contradictions and uncertainties marked this long drawn- 
out evolution? What determined Keynes to give an artificial definition of 
income in his Treatise on Money, because he shrank back from proclaiming 
the equality of savings and investments, despite the fact that this was the 
logical result of his reasoning? And to what extent does the role attributed to 
the interest rate explain the inconsistencies and hesitations of the Treatise? 


A final detail may serve to exemplify the meticulous research work done by 
the author. It is known that Malthus is often considered to be one of the 
most famous forerunners of Keynes. The author has devoted an extensive 
chapter to the relationship between the work of these two economic thinkers; 
in my view, this is one of the most brilliant chapters in the book. In the 
case of Malthus, it is particularly difficult to find the link between his philo- 
sophy on population and his economic thinking. He says that man, if he 
wants to escape misery, must curb proliferation. This is all right, as far as 
it goes. But is it not likely that a slower increase in population will empha- 
size the risk of under-employment and economic stagnation? Malthus brings 
up these two risks in a different context, forgetting, as it seems, the advice 
he gave when dealing with demography. True, he never advocated a statio- 
nary level of population; his aim was always moderate growth. But is the 
reason for this to be found in his economic philosophy, and more particularly in 
the wish to avoid under-employment? This question had remained unanswered 
until Professor Lambert succeeded in bringing light into it. In his book, ñe 
refers to a document in which Malthus assumes that ina given country capital 
and production continue to increase while the population stagnates at a level 
below labour demand. What will happen is that the rent of land will decline and 
with it demand. Wages will: rise at the expense of profits. “Profits will 
therefore be gradually reduced to a point where there will be no more power 
or will to accumulate them.” This corresponds exactly to the demographic 
foundation of the modern theory of stagnation. 


In a word, this is a very great book on the work of a man who has re- 
volutionised economic thinking and economic policy. 


J. STASSART. 
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DEVELOPED AND UNDERDEVELOPED COUNTRIES * 


by 


Dr. Mauritz BONOW, 
President of the International Co-operative Alliance 


Inaugural Address to the 22nd Congress of the I.C.A. 
(Bournemouth, 14-17 October 1963) 


Three years have now elapsed since our International Congress met 
at Lausanne. From a historical viewpoint three years represent a very 
short time indeed. Those years have, however, been filled with the 
most dramatic world political changes. We may already now be able 
to assess some of the immediate consequences of the recent political 
readjustments, but we cannot at all discern the possible long-term 
effects. Even if it is not yet possible for us to realise the full impact 
on world politics and economics of these recent events, there can be no 
difference of opinion about their paramount significance. 


Let us briefly recall some fundamental economic and political 
factors which have influenced the present world situation and will in 
the main determine its future development. 


As a first factor the cold war should be mentioned. Starting 
immediately after the Second World War, it has kept mankind in an 
iron grip, creating an intolerable atmosphere of fear and mutual dis- 
trust. The economic result of the cold war is an enormous waste of 
productive resources. A fairly recent estimate of the world’s total 
spending on arms amounted to the astronomic figure of 120 billion 
dollars a year. This cost was then said to be greater than the total 
sum of the national incomes of all the underdeveloped countries. Since 
this estimate was made unproductive expenditure on arms has increased 
even more. The arms race is still going on. 


In the early autumn of last year international political tension cul- 
minated in a crisis of unprecedented seriousness. The showdown over 
Cuba has, however, demonstrated one thing quite clearly: that the 
terror balance, based upon nuclear arms and missiles sufficient in 


* We have to thank President Bonow for his kindness in permitting us to publish 
the text of his address in our Review. We have given it the title of “Developed and 
Underdevelope& Countries”. 
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number to exterminate the entire world population, did, in fact, avert 
the outbreak of a total war. The experience gained during those 
hectic autumn weeks last year has probably contributed powerfully 
to the result ultimately achieved in Moscow this year, when an agree- 
ment about a ban on most types of nuclear tests was reached. This 
agreement has been regarded as a first step towards a lessening of 
international political tension. Another achievement is the so-called hot 
line between Washington and Moscow, aimed at preventing a nuclear 
war through accident, Even if our experience of the persistence of the 
cold war throughout the whole post-war period may give us reason for 
great caution in judging the chances of further improvements in inter- 
national political relations, the statesmen of the world now seem to 
entertain some optimism about a continued gradual lessening of the 
tension between east and west. 


A second political factor with far-reaching consequences, even into 
the distant future, is the decolonising process in the post-war period. 
This development has taken place with great rapidity. Since the late 
1940s a number of very important independent States have come into 
being in Asia. They represent a total population figure of 770 million. 
In Africa, too, a vast and rapid liberation process has taken place. 
The total number of independent States created during the post-war 
period in that part of the world is 29 with 165 million inhabitants. 


The impact of what, with a famous expression, has been called 
“the wind of change” will fundamentally influence world politics and 
world economics for years to come. Political liberation from colo- 
nialism is, however, only the very first though a significant step on the 
long and steep road to economic and social liberation. The situation 
facing the people in most of the new independent States is indeed very 
difficult. The grave administrative, economic and social problems in 
those countries represent a challenge not only for the liberated people 
themselves, but for the whole world, and are very closely linked with, 
or rather form a part of, the complex of questions which confront the 
underdeveloped regions. 


A third group of problems which also have decisive influence on 
the present international situation may briefly be described as the 
combination of overpopulation and undernourishment. Through the 
persistent efforts of F.A.O., world attention has been focused as perhaps 
never before on these critical problems. At the recent World Food 
Congress in Washington, held under the auspices of the “Freedom from 
Hunger” compaign, the inter-relation between the so-called population 
explosion and the grave undernourishment problems facing the greater 
part of mankind was elucidated in all its various aspects. 


To illustrate the extreme seriousness of the present situation it may 
be enough to mention the following facts. It has been estimated, on the 
basis of present trends in population increase, that in order to satisfy 
the needs of all human beings in accordance with our standard. in the 
developed countries, the present world production of foodstuffs would 
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have to be doubled already in 1980. Carrying this estimate forward 
for only a further 20 years the present world production of foodstuffs 
would have to be trebled by the beginning of the next century. 


The year 2000 may seem to be at some distance from us, but our 
children and grandchildren will have to face political and economic 
problems which it will then be impossible to solve, if effective counter- 
measures are not applied now. Even to try to forecast what political 
and economic convulsions may result in the future from lack of action 
now against the population explosion and world hunger is quite 
impossible. J do not think our imagination is vivid enough for this 
stupendous task. 


If I may confine myself to saying a few words about the food 
problem, it should at once be stated that very much could be done 
today along conventional lines. Thus, apart from such scientific 
advances as may enable us to get raw material for the production of 
foodstuffs from the oceans and from the air, several important pro- 
posals have been made to ease the situation. 


A short-term programme would include pooling the vast quantities 
of surplus food held by a number of developed countries and chan- 
nelling this surplus on a gift basis through the United Nations to the 
lesser developed countries. To take only one example, such a 
suggestion was actually made by the eminent economist, Professor 
Gunnar Myrdal, in his address to the World Food Congress. I quote: 


“The first point is the following: if we assume, as I do, that inter- 
national aid should be based on a foundation of international solidarity, 
there is no reason why aid in the form of food should be a burden 
only on the countries who happen to have food surpluses. It would 
be more reasonable that the costs were carried by all rich countries 
according to some principle of equitable distribution related to their 
income per head. It would then not be necessary for the surplus 
countries to restrict by artificial interferences their food production, 
as long as there is a dire need for food in many underdeveloped 
countries. Such a principle cannot be applied, however, if we have 
not reached the still Utopian situation where aid more generally is 
multilateralised under the United Nations and its affiliated Intergovern- 
mental Organisations. 


My second point is that it is urgently necessary that we rapidly 
achieve at least so much of this multilateralisation of aid that we 
can, in a rational way, protect and promote the production of food for 
export of those underdeveloped countries which are, or could be, sur- 
plus countries. When their natural customers are other underdeveloped 
countries, short of foreign exchange, their production potential may 
remain unutilised. … They are not in the position where they can 
give away their export of food. The rational solution would be that 
the multilateral agency for food surplus disposal actually paid them 
for their exports, even if they then were given away as food aid to 
other underdeveloped countries.” 
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I think those points made by Professor Myrdal are extremely 
important. For the LCA as a world organisation it should be a 
natural task to collaborate with similar non-governmental bodies, in 
the first place the International Federation of Agricultural Producers, 
in the creation of a world opinion which would enlist powerful support 
from national governments for the large-scale implementation of such 
a multilateral programme for aid in the form of food. 


Even if efficient and swift action along the lines indicated could be 
taken in the near future, we should realise that the main contribution 
towards an increased production of foodstuffs will have to come from 
the lesser developed countries themselves. For a number of well- 
known reasons the agricultural productivity is much lower in many 
underdeveloped countries than in the rest of the world. In order to 
increase both productivity and production volume in agriculture, the 
unaided efforts of the people of the lesser developed countries them- 
selves will not be sufficient. Massive support from the developed parts 
of the world in the form of technical knowhow and in other ways is 
indispensable. In this field the necessary governmental planning of 
economic development must be supplemented by various forms of co- 
operation all the way down to the so-called grass root level. 


Co-operation, as we all know, is the best means of fostering and 
giving expression to the spirit of self-help. It is an instrument for 
collaboration between common men and women and the best method 
for mutual help. For these reasons co-operation in all its different 
forms will have to be an integral part of all the successful economic 
development programmes in the lesser developed countries aimed at 
a rational production and distribution of foodstuffs. This very fact 
gives to our efforts to promote co-operation in the lesser developed 
countries a significance, now and for the future, which can hardly be 
overestimated. It is, therefore, very appropriate that at three previous 
consecutive Congresses of the I.C.A, the promotion of co-operation in 
the lesser developed countries has been the most important question 
on the agenda. 


So closely inter-related are the political and economic elements in 
the world today that it is difficult to deal separately with even the 
most important of them. It might, however, be appropriate to consider, 
as a fourth main factor determining the world situation, the general 
problem of the lesser developed countries and not only the particular 
aspects connected with the world food problem as such. 


First of all just a few facts. The Far East has at present about 
52 per cent. of the world population but only 12 per cent. of world 
income. As a contrast we may mention that North America has a little 
less than 7 per cent. of the world population but has at its diposal 
nearly 40 per cent. of world income. One more fact partly related 
to the world food problem: in India, owing to modern medical methods, 
etc., life expectancy at birth has now risen to 38 years. In North-West 
Europe the corresponding figure is 70 years. 
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The enormous gulf between the standards of living in the developed 
and the underdeveloped regions of the world, illustrated by these hard 
facts, is not diminishing but increasing *. Some economists are even of 
the opinion that the widening of the gap has accelerated in recent years. 
There are several reasons for this appalling “development”. Again, 
the population explosion and the low productivity in the dominating 
agricultural sector and in the slowly developing industrial sector should 
be mentioned. 


A further fact which has contributed greatly to the deterioration 
in the economics of the lesser developed countries is the worsening 
trend in their terms of trade. Since the early 1950s, the prices of raw 
materials and primary foodstuffs have fallen by about 15 per cent. 
In the same period, prices of finished products on the world market 
have increased by about 25 per cent. Nearly 90 per cent. of the exports 
from lesser developed countries consist of raw materials and primary 
foodstuffs, whereas these countries have to import most of their require- 
ments of finished industrial products from the developed countries. 
The deterioration in their terms of trade has led to the result that the 
raw material producing couniries have seen their share of world trade 
diminish very considerably in recent years, 


The loss suffered by lesser developed countries through the wor- 
sening of their terms of trade since 1950 amounts, in fact, to more 
than the value of all bilateral and multilateral technical assistance they 
have received in recent years from the developed countries. We in 
the developed countries, and this is the shocking truth, have profited 
considerably by the losses suffered by the lesser developed countries. 


There are, it is true, some economic and technical reasons which 
contribute to this unfortunate development which simply have to be 
accepted, for instance, better economising in the developed countries 
in the use of raw materials and the expanded production of synthetic 
substitutes. But, in other respects, the developed countries, through 
their own action — and in certain cases lack of action — bear a great 
responsibility for what has taken place. Let us first illustrate the lack of 
action by an example. So far very little has come out of the sensible 
plans to conciude worldwide price stabilisation agreements for raw 
materials, a method which was foreseen already at the I.T.O. Congress 
in Havana in the late 1940s. So far as the pricing of export products 
from the developed countries is concerned, there has been no lack of 
interest in joint action. International cartels and monopolies already 
firmly established have been extended and made more effective, thus 
increasing the price level of goods which the lesser developed countries, 
among others, have to import. In addition, restrictive trade policies 


* Dr. Bonow expresses the opinion held by most economists. Since, however. 
Mr. C. Zarka among them, take the opposite view at least as regards certain parts 
of the world. During 1964 the Annals will publish a searching analysis of this 
question. (Ed.) 
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and excise duties levied on various tropical products have tended to 
aggravate the situation still further for the lesser developed countries. 


It is an important task, outlined and decided upon by previous 
LC.A. Congresses, to present before the various organs of the United 
Nations the urgent need for an economic policy in favour of the lesser 
developed countries in all the respects just mentioned. It is also a 
task for the Co-operative Movements in the developed countries to 
press energetically for a reform of national commercial policy in their 
respective countries for the benefit of the lesser developed countries. 
Such national and international policy must be advocated, also, within 
the framework of the European economy in connection with the future 
shaping of the regional markets E.E.C., E.F.T.A. and COMECON, their 
inter-relations and ultimately their. integration into a freer world 
market. 


These problems which I have just mentioned will be discussed at 
this Congress and their possible future consequences for the World 
Co-operative Movement will be thoroughly examined. 


d 
Së 


In recent years, through the United Nations and its various organs, 
a great amount of useful information has been made available about 
the world economic situation, especially about the overwhelmingly great 
problems facing the lesser developed countries. A number of important 
and constructive suggestions based upon thorough investigations have 
been made and these should be integrated into a world-wide co-ordi- 
nated programme of measures against hunger, disease and illiteracy 
in the underdeveloped regions of the world. 


Let me only recall the fact that a number of recommendations have 
been made about the necessity of the developed countries reducing their 
trade restrictions and liberalising their commercial policy towards the 
underdeveloped countries; other recommendations deal with massive 
financial and technical assistance programmes to promote an increased 
agricultural production and a gradual industrialisation of the lesser 
developed countries. The imperative necessity of multilateralising the 
aid to the lesser developed countries through the United Nations and 
its various organs to a much greater extent than is now the case has 
‘also been stressed repeatedly. 


The list of useful recommendations adopted could be made much 
longer and still more impressive. There has been a wealth of good 
advice and sensible suggestions but, unfortunately, far too little of 
corresponding action. Upon the citizens in the developed parts of the 
world rests a very great and grave responsibility. It would be utter 
foolishness if we thought that we could go on increasing our standard 
of living as hitherto and leave the people in the lesser developed regions 
to their fate. In such a case the world would certainly, as Professor 
Myrdal said in his address to the World Food Congress, “be headed for 
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an economic and political cataclysm, even though nobody could foresee 
the exact nature of what would then happen”. 


The only course for our World Co-operative Movement is, on every 
suitable occasion, to demand before the United Nations and its organs 
the co-ordination and implementation of all the constructive proposals 
into a comprehensive programme for concerted action. 


But, in view of the seriousness of the situation and its anticipated 
development already mentioned, the time factor is of paramount im- 
portance. This underlines the urgency of the statements which the 
LCA and other non-governmental international organisations with 
similar aims should make before the organs of the United Nations. 


Besides the effort which the Alliance should make to influence world 
opinion in favour of world-wide solidarity with the lesser developed 
countries, we, as co-operators, have the responsibility to contribute to 
and supplement actions taken by the specialised agencies of the United 
Nations and by national governments to promote co-operation in all 
its various forms. 


A great portion of the time of this Congress will be devoted to 
essential problems concerning the promotion of co-operation in lesser 
developed countries. What we ourselves as co-operators can do to 
promote an expansion of the co-operative form of enterprise in deve- 
loping regions, which is as well rapid as massive and stable, must be 
our first and main concern, 


World opinion is becoming increasingly aware of the fundamental 
role which co-operation is destined to play in furthering economic and 
social development not least in the newly independent States. 


India’s Prime Minister, Pandit Nehru, has said his outlook is “to 
convulse India with co-operation” and has described co-operation as 
a mode of life suiting the conditions in India. 


Another outstanding statesman, the President of Tanganyika, Mr. 
Julius Nyerere, has said that “Co-operation is a natural mode of life 
for the Africans”, and has stressed the paramount importance of the 
further development of co-operation among both producers and con- 
sumers as well as the need of technical assistance in these fields. 


When governments and co-operative institutions alike turn to our 
Alliance and its member Organisations for collaboration in promoting 
co-operative development we have to accept the challenge. 


May I sttm up the present situation by quoting Abraham Lincoln: 
“The occasion is piled high with difficulty, and we must rise with the 
occasion.” May the deliberations of this Congress be carried on in a 
constructive and truly co-operative spirit. 


THE SOCIAL PHILOSOPHY OF JOHN MAYNARD KEYNES * 


by 


Paul LAMBERT 
Professor at the Faculty of Law of the University of Liége 


L The Social Philosophy of Keynes: 
An Aspect of the Neo-Liberal Movement 


As my book is intended to serve a scientific purpose, I shall not 
attempt to make any critical comparison between Keynes’s social philo- 
sophy and my own; instead I shall describe and refute the inter- 
pretations I consider to be mistaken. I shall refrain from expressing my 
personal opinions, except where I consider this absolutely necessary. 1 


In the outline biography of Keynes which I gave in the first chapter I 
described how, when he was a student at Cambridge, he was the 
president of the Liberal Club, and how he subsequently maintained his 
contacts with the British Liberal Party. I also described the part he 
played in the direction of various liberal reviews and the influence he 
exercised in the publication by the Party of Britain’s Industrial Future 
in 1928; just before the 1929 elections he took up his pen in defence 
of the book. ? 


Keynes was thus a liberal, but not in the conventional sense of 
the term. 





* 


This is the translation of chapter V of Professor Lamberts book “L'œuvre de John 
Maynard Keynes”, Tome I°": Vue d'ensemble, Analyse de l'œuvre antérieure à la 
“Théorie générale” (Martinus Nijhoff, The Hague, 1963). 


1 Erich Schneider's statement that “Keynes did not offer the reader a ‘Welt- 
anschauung’ but a theory” (“Fundamental Errors in Recent Anti-Keynesian Literature”, 
in Banca Nazionale del Lavoro Quarterly Review, January-March 1953, p. 3) should 
not be taken as literally accurate. Keynes “offered both a theory and a social 
philosophy. In this connection one should examine pages 5 and 6 of the same article 
by Schneider. 

This chapter is a study of Keynes’s philosophy as expressed in his work as a 
whole. I shall therefore not analyse the individual passages taken from his different 
books. 

My own social philosophy is described in Studies in the Social Philosophy of Co- 
operation, Manchester, Co-operative Union Ltd; Chicago, The Co-operative League of 
the U.S.A.; Brussels, Société générale coopérative; 1963. 


2 Can Lloyd George Do It? a pamphiet reproduced in Essays in Persuasion, 1933 
{popular edition), pages 118 ff. During the last year of his life Keynes still hoped 
to see the Liberal Party progress at the polls (HarRoD: The Life of John Maynard Keynes, 
1951, p. 331). 
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4 


The pure liberals of the 19th century believed in the automatic 
interplay of a number of different factors. They believed that the 
common welfare was automatically brought about by the inevitable 
convergence of private and public interests. They believed that social 
justice was automatically achieved because every factor of production 
received the equivalent of its marginal product.8 They believed that 
economic progress was automatically achieved; the law of markets 
assured them that the act of production inevitably created, in sufficient 
volume, the market required to absorb the goods produced, while 
competition forced entrepreneurs to reduce production costs and to 
make innovations. At the international level the equilibrium of balances 
of accounts and the distribution of precious metals was automatically 
maintained. 


In addition, the two motivating factors controlling all these auto- 
matic processes — personal interest and competition — were natural 
factors which made their influence felt wherever the State did not 
prevent them from doing so. This it was which inspired Bastiat to 
write: “The wisdom of God is revealed and His glory demonstrated 
not only by the pattern of the heavens but also by the pattern of 
society.” 4 


Keynes did not deny the existence of all these factors; but he did 
deny the existence of some which were of vital importance in the old 
liberal doctrine. Moreover, he was of the opinion that none of them 
had sufficient virtue to provide a full justification for it.5 


Of all the principal social philosophies prevalent today — neo- 
liberalism, the social teachings of the church, communism, socialism — 
only one — neo-liberalism — offers houseroom for Keynes’s beliefs. 


3 Bastiat wrote: “It seems as if the infinite Providence which scattered its 
wealth all over the earth has chosen the greedy producer as an instrument for the 
equitable distribution of this wealth among all people” (Harmonies économiques, 1850, 
p. 350). Von Mises wrote: “In a capitalist society each person receives an income 
corresponding to the value of his labour contribution to social production. Every 
service rendered is paid for at its value” (Le Socialisme (French translation), Paris, 
1938, p. 178). Charles Rist was of the opinion that these theses were based on a 
sophism (“Economie optimiste et économie scientifique”, two articles written respectively 
in 1904 and 1907 and reproduced in Essais sur quelques problèmes économiques et 
monétaires, Paris, 1933). 


4 Op. cit., p. 11. 


5 Alfred Marshall, the first economic thinker to influence Keynes, was himself 
an extremely balanced and cautious liberal. Not only did he warn his readers against 
the belief in the universal validity of “economic dogmas”; he even went so far as to 
State openly that free competition does not always yield the greatest possible measure 
of benefit. In this connection Keynes wrote: “Marshall’s proof that laissez-faire 
breaks down in certain conditions theoretically, and not merely practically, regarded 
as a principle of maximum social advantage, was of great philosophical importance” 
(Obituary of Alfred Marshall, published in The Economic Journal, September 1924, and 
reproduced in Essays in Biography, London, 1933, p. 226). | 

This thesis as formulated by Marshall is clearly one of the foundations of Keynes’s 
social philosophy. 

Keynes was being unfair when he wrote in the General Theory: “The weight of 
my criticism is directed against the inadequacy of the theoretical foundations of the 
laissez-faire doctrine upon which I was brought up and which for many years I 
taught” (p. 339), He did not learn this from Marshall. 
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Although no two neo-libera s are alike — as I shall show later — one 
can offer a definition of neo-liberalism which will embrace them all. 
I propose the following definition: first of all, the neo-liberal believes 
that the system of private ownership of capital is, in practice at least, 
superior to any other economic system; secondly, he condemns the 
principle of laissez-faire and is in favour of State action calculated 


either to lay down the boundaries of private enterprise in such a way : 


as to enable competition to operate effectively or to supplement the 
activities of private enterprise in sectors where, owing to special cir- 
cumstances, competition cannot make itself felt; alternatively, inter- 
vention by the public authorities may be designed to remedy the failures 
or mistakes of private enterprise in matters relating to the preservation 
of natural wealth, distribution, employment and production. 


By their rejection of the doctrine of /aissez-faire 8 the neo-liberals 
broke down the barriers which during the 19th century clearly separated 
the champions of liberalism from those of State intervention; on the 
other hand, whenever they attempted to state exactly what the State 
should do, they split into a multitude of conflicting factions. 


‘ The old liberal system did at least offer two great advantages from 
which it drew strength, namely a doctrine which, from the logical stand- 
point, offered no flaws and a remarkable unity of views within the 
school of its supporters. Admittedly, the latter might be moderates or 
extremists; but their discussions on the sphere of activity of the State 
almost invariably related to questions which were not strictly economic 
in character —- whether, for instance, the State should subsidise artists, 
provide education for the poor, or maintain standards in the medical 
profession. The only major controversy on which the school was ever 
divided was that of the privilege of issuing banknotes; and even that 
was soon forgotten. 


In inducing the State to intervene in the economy the neo-liberals 
introduced into Bastiat’s harmonious economic system an irreconcilable 
element of discord, the degree of influence of which it was impossible to 
foresee. For this reason — and it is important to remember it — there 
could not be any fundamental agreement within the new school. 


If one reads the records of the meetings of the symposium organized 
in Paris in honour of Walter Lippmann on 26-30 August 1938, at 
which it is often said that the neo-liberal movement was founded, 
and if one reads the work of Hayek, Rougier or Röpke, one finds 
them to be permeated throughout with controversy either on the inter- 
pretation of the main phenomena encountered within our economy or 
on the framing of a plan of action. Mises was of the opinion that 


6 Condemnations of the laissez-faire doctrine are to be found, inter alia, in 
F.A. HAYEK: The Road to Serfdom, 1944, p. 27; W. LIPPMANN: The Good Society (Boston, 
1950), pp. 184 ff; W. Röpke: Civitas humana (Paris, 1946), p. 66; and L. ROUGIER: 
Les mystiques économiques (Paris, 1949), pp. III, 9 and 79 ff. 
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the State is responsible for the existence of cartels; his theory was 
refuted by Detoeuf and Mantoux. When Ruey brought up once again 
his old theory that unemployment benefit is the cause of long-term 
unemployment he was vigorously attacked by Condliffe. Lippmann 
considered the joint-stock company a pernicious institution; Mises 
and Mario were in favour of it. Röpke and Lippmann held com- 
pletely irreconcilable views on the subject of social security. Röpke 
considered that full employment was “a mirage”; but at the same 
time the Liberal Party and the liberal trade unions in Belgium were 
demanding that a clause guaranteeing the right to work should be 
included in the national constitution. 7 


In the circumstances it would be completely arbitrary to refuse to 
consider Keynes a neo-liberal on the grounds that his particular brand 
of interventionism was rejected by some other neo-liberal. 8 


Some time ago I had a brief clash with Röpke on this question. ° 
I proffered the same definition of neo-liberalism as that given above 
and stated: “If one accepts this definition, then Keynes must clearly 
be classified as a neo-liberal. But this definition may be untenable. 
Before we can decide whether it is or not, we must see what alternative 
definition is offered.” In his reply Rôpke fails to deal with this specific 
point. He does not deny that Keynes shows liberal tendencies; but 
immediately he has made this concession he qualifies it by stressing 
the changeability of Keynes’s views. The field of social philosophy is, 
however, the field in which Keynes remained consistent throughout his 
career; the whole of the present chapter brings this out. In addition, 
Rôpke speculates on whether “as a result of this praiseworthy deter- 
mination on Keynes’s part it has proved impossible to use his doctrines 
and those of the post-Keynesian period as powerful weapons of 
collectivism”; he answers this question in the negative. First of all, 
Rôpke’s views on the subject are entirely personal and fail to carry 
conviction. Other writers disagree with him entirely; one example is 
L. R. Klein, who wrote: “The Keynesian policy is, indeed, a conservative 


7 Compte rendu des séances du Colloque Walter Lippmann, 26-30 August 1938 
(Paris, 1939); W. R6PKE, op.cit., p. 338; on the subject of the Belgian Liberal Party’s 
programme see B.S. CHLEPNER: Cent ans d'histoire sociale en Belgique (Brussels, 1956), 
p. 283 

8 “When one hears of a French author describing Keynes as a genuine neo- 
liberal in contrast to such empty-headed theorists as Rôpke and Lippmann, one feels 
that one is in the presence of an unintentional parody” (W. Rörke: “Economie ancienne 
et économie nouvelle” in Industrie, May 1953, p. 294). Röpke was referring specifically 
to Jacques Cros, who in his book Le néo-libéralisme. Etude positive et critique 
(Paris, 1951) attacked Rôpke sharply and described Keynes as a liberal (pp. 335 ff). 
Louis BAUDIN was of the same opinion as Röpke when he wrote: “A. Philip and 
J. Cros ... one a socialist and the other a neo-liberal— both claim that Keynes was 
one of them, whereas in fact he does not seem to fit into either group” (L'aube d’un 
nouveau libéralisme, Paris, 1953, p. 215, note 1). 

On the subject of neo-liberalism in general, see Gaétan PIROU: Néo-libéralisme, 
néo-corporatisme, néo-socialisme (Paris, 1939) and Paul Lampert: “L'évolution de la 
doctrine libérale en matière économique et le néo-libéralisme” in Industrie, October 1952, 

9 P. LAMBERT: “Keynes et le néo-libéralisme. A propos d'une note du professeur 
Wilhelm Röpke”, and W. Röpke: “Réponse au Professeur Lambert” in Industrie, 
August 1953, pp. 518 and 519. 
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one because it aims at conserving free-enterprise capitalism.” 10 A 
more important factor is that, in the interests of objectivity, one must 
classify an author according to his own intentions rather than on the 
basis of the consequences to which his teachings have given rise against 
his will. 


Keynes is not merely a member of the neo-liberal school; he is in 
fact its founding father. 


This last aspect of Keynes’s work is often hör understood. We find, 
tor instance, such a scholarly writer as Maurice Ansiaux stating in 
January 1940 that neo-liberalism was first evolved in the United 
States 11 and consequently giving exaggerated importance to Walter 
Lippmann’s book The Good Society, published in 1938. Keynes laid 
down the main lines of neo-liberal thinking long before Lippmann. Not 
unnaturally, some of his ideas were formulated by earlier writers, such 
as Dupont-White and Léon Walras 12; but Keynes was the first person 
to set forth coherently and clearly the main theses of the new school. 


In two short articles entitled respectively Am I a Liberal? and The 
End of Laissez-faire, Keynes offered first of all, a name for the new 
school of thought (new liberalism), secondly, a refutation of the laissez- 
faire doctrine; thirdly, a definition, in terms of Bentam’s formula, of 
what a government should and should not do (the Lippmann symposium 
was later to consider this problem in exactly similar terms); and 
fourthly a theory reconciling the existence of an extremely large sector 
of private ownership and initiative with the taking of regulatory action 
by the State. These points will be dealt with in detail in this chapter. 


The same fundamental beliefs were visible in Keynes’s writings 
even before 1925. 


10 L.R. KLEIN: The Keynesian Revolution (New York, 1949), p. 167. Similar views 
were expressed by G. HABERLER in “The General Theory” published in The New 
Economics, p. 177 and by FELLNER, PEACOCK and NEUMARK (quoted in SCHNEIDER, op. cit., 
pp. 6-7). 


11 M. Ansraux: “Doctrines économiques et sociales de notre temps”, in Bulletin 
d'Information published by the Banque nationale de Belgique, January 1940, p. 1. 


12 On the subject of Dupont-White, see René Gonnarp: Histofre des doctrines 
économiques, Vol. III (Paris, 1927), pp. 216 ff; and ©. Gme and C. Rist: Histoire 
des doctrines économiques, Tth edition (Paris, 1947), Vol. II, pp. 504 ff. Although 
Dupont-White’s belfefs are much less individualistic than ‘those of Keynes, the 
system he proposes involves a combination of private initiative and State action, the 
latter being designed to supplement and promote the former. On the subject of 
Léon Walras, see M. Boson: Léon Walras fondateur de la politique économique scien- 
tifique (Paris and Lausanne, 1951). Although he was in some respects a socialist, 
Walras was in other respects a man of views extremely similar to those of the neo 
liberais of the present time. He believed that State action should be calculated 
—{a) to provide competition where it is lacking: (b) to organise it (this idea is 
particularly widely held today, inter alia, by Hayek and Rôpke): and (c) to channel 
or replace it where it leads to harmful consequences (see in particular M. Boson, 
op. cit., pp. 244 TA. 
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II. From 1913 Onwards: 
Sceptical Attitude towards the ‘Automatic Regulators” 


In his first book, written in 1913 and entitled Indian Currency and 
Finance, Keynes stated that the gold standard was not automatically 
regulated. He argued that equilibrium in balances of payments was 
maintained, not only by bank rate policies, but by deliberate measures 
taken by the central banks to invest abroad when conditions were 
favourable and to recall those investments when the national balance of 
accounts was showing a deficit. 


The United Kingdom was the only country to conii itself to 
adjusting bank rate. Keynes explains this by reference on the one 
hand to the fact that Great Britain was in the main the creditor of 
the international short-term loan market and, on the other hand, to the 
organisation of the English money market. He showed how what was 
believed to be irrevocable and lasting was in fact contingent and 
precarious. He explained the phenomena which the old Liberal school 
attributed to the unchanging and universal character oî natural law in 
terms of positive and therefore changeable laws and of the particular 
conditions obtaining at a given time and a given place. 


“To illustrate how rare a thing in Europe a permanent and auto- 
matic gold standard is”, he wrote, “let us take the most recent occasion 
of stringency — November 1912.” 13 This was the time of the Balkan 
war, and during that month gold was selling at a premium varying 
between 0.75% and 1% in France, Germany, Russia, Austria-Hungary 
and Belgium. In addition, several countries, by policies which Ansiaux 
described as “policies of petty expedients”, placed restrictions on 
exchanges of banknotes for gold in order to check gold outflows. 


Many theorists have ignored these facts or treated them as minor 
incidents of a fortuitous character. Keynes, on the other hand, concen- 
trated all his attention on them; for him they were a sign of the 
fragility of the gold standard system. Let us consider this for a 
moment. The only reason why the 1912 crisis was not a serious one. 
was the speed with which the attendant political and military events 
took place. It was sufficient to show that the existence of the gold : 
standard presupposed at the very least a general atmosphere of con- ° 
fidence. If the latter were to disappear, the gold standard system 
would break down. 


In the same book Keynes gave vent to his dissatisfaction with the 
Gold Standard system in the following terms: 

“The time may not be far distant when Europe, having perfected 
her mechanism of exchange on the basis of a gold standard, will find 





13 J.M. KEYNES: Indian Currency and Finance (London, 1913), p. 23. 
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it possible to regulate her standard of value on a more rational and 
stable basis. It is not likely that we shall leave permanently the most 
intimaze adjustments of our economic organism at the mercy of a 
lucky prospector, a new chemical process, or a change of ideas in 
Asia.” 14 


He also expressed in this book his deep-rooted aversion to hoarding. 
I shall return to the subject in a later chapter. 


IH. 1919 to 1923: 


an Appeal for Control of the Monetary System to Safeguard 
Individualist Society 


In The Economic Consequences of the Peace, written just after the 
First World War, Keynes explained the instability of the economic 
equilitrium of the years prior to 1914.15 


He attributed the equilibrium which existed before the 1914-1918 
war tc factors which no longer existed. The first of these factors was 
the thoughtlessness of the working classes as well as of the capitalist 
class; the latter saved and saved to accumulate capital and went on 
saving and accumulating endlessly... “Saving was for old age or for 
your children; but this was only in theory— the virtue of the cake 
was that it was never to be consumed, neither by you nor by your 
children after you...” and the working classes, “from ignorance or 
powerlessness”, tolerated the inequalities of distribution which made 
saving of this kind possible. 16 


The second factor was the one-way flow of capital from the older 
capitalist countries to the younger countries. Even the interest earned 
on the capital so invested was ploughed back in the same way. 1 


This point deserves some comment. Keynes underlines here the 
principal reason for the success of the gold standard system during 
the 19th century and gives added coherence to the ideas he first put 


14 !bid., p. 101. 


15 As Harrop quite rightly points out in The Life of John Maynard Keynes 

(p. 280). this is @ characteristic of Keynesian thought. We have just seen another 
„example of it in Indian Currency and Finance. 

L.R. KLEIN does not seem to have noticed the passages quoted hereinafter. 
Writing on The Economic Consequences of the Peace, he states: “Keynes looked with 
pangs of nostalgia at the pre-war economic system... Keynes viewed the capitalist 
system as smooth-working except for artificial barriers” (The Keynesian Revolution, 
New York, 1949, pp. 3 and 165) 

16 The Economic Consequences of the Peace (London, 1919), pp. 17-19. 

By the time he came to write the General Theory Keynes’s views had changed 
somewhet. The important factor became investment rather than saving; and he had 
come to the conclusion that a less unequal distribution of wealth and income would 
promote economic growth and that a marked tendency to save would increase the 
volume of investment only in times of full employment. 

17 Ibid., pp. 19 to 20. 
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forward in Indian Currency and Finance. As Rosenstein-Rodan em- 
phasised later, the new countries repaid their debts simply by contracting 
new loans.18 If they had had to clear off their indebtedness they 
would soon have paid out the whole of their gold reserves and gone 
off the gold standard. It is true to say that after 1919 the prevailing 
and persistent insecurity prevented international capital movements 
from serving once again as a regulator. 


The third fortuitous cause of the previous equilibrium invoked by 
Keynes was this: the countries of Europe had concentrated all their 
efforts on industrial development and had in consequence become 
dependent on the New World for their food supplies. For many years 
there had been no latent danger in this situation, as there were abun- 
dant supplies of wheat available to meet demand. But as the popu- 
lation — in America as well as in Europe—rose, the terms of trade 
became less and less favourable to the industrialised countries; the 
Europeans had to work more and more to obtain the same amount of 
corn, 19 


Keynes was mistaken here. Between 1875 and 1940 the terms of 
trade moved irregularly but consistently against the countries offering 
raw materials and foodstuffs for sale. In other words, the strength 
of the position of the industrialised countries was to increase still 
further after the First World War. 2° 


Keynes also emphasised, in The Economic Consequences of the 
Peace, the destructive effect of inflation on the capitalist system: 
“Lenin was certainly right. There is no subtler, no surer, means of 
overturning the existing basis of society than to debauch the cur- 
rency...” (page 220). 


In 1923, in Monetary Reform, Keynes took up this subject again and 
examined it in more detail. 


Here we come face to face with one of the main pillars of the 
structure of Keynes’s social philosophy. 


Keynes believed that, if private enterprise and individualism 
generally were to continue to exist, capital — or at least a large pro- 
portion of it— should be privately owned. In this he was genuinely 
‚liberal. But he could see that the society to which he belonged with 


18 See International Affairs, Vol. XX, No. 2 (April 1944), p. 162. 
19 The Economic Consequences of the Peace, p. 22. 


20 “A statistical analysis of the terms of trade over this period shows that on 
the average the countries selling primary products for export were obtaining for 
those products some 40 per cent. less in manufactured goods than they could have 
obtained at the beginning of the pericd. It also shows that the long-term decline 
in the international purchasing power of primary products was irregular; it was parti- 
cularly rapid during periods of cyclical depression, but during periods of prosperity (as in 
the Juglar cycle) part of the lost ground — but only part — was regained” (G, Lepuc, Le 
sous-développement et ses problèmes. Travaur du Congrès des économistes de langue 
française, Paris, 1952, p. 24. The basis of Leduc’s argument is the United Nations 
study: Relative Prices of Exports and Imports of Under-developed Countries, published 
in 1949). 
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his whole being was threatened by excessive fluctuations in price and 
employment levels, and in order to save society he sought an instru- 
ment which would prevent or at least check these fluctuations. It was 
thus Keynes’s liberal convictions which made him a supporter of govern- 
ment intervention. 


In what way did sudden changes in general price levels endanger 
private capitalism? Keynes explained it in a striking manner, not by 
reference to the steadily germinating seeds of revolt which inflation 
sowed among the working classes, but by showing how inflation 
gradually broke up the capitalist class itself. 


In times of inflation savers, whose activities had made possible so 
much invesiment (and the equilibrium of the gold standard) throughout 
the 19th century, are discouraged from further saving; some are ruined 
and others are hesitant to throw good money after bad. At the same 
time business men are prospering; but their prosperity is unhealthy. 
The profits they receive are the result of chance and of events beyond 
their control; they can no longer feel that their profits are the reward 
of their labours. Thus they lose confidence in themselves and feel 
discredited. In contrast, during a period of deflation when falls in 
prices are to be expected, business men will attempt to limit their 
losses; if they “expect a fall, it may pay them, as a group, to damp 
production down, although such enforced idleness impoverishes society 
as a whole”. This attitude constitutes a challenge to the principle that 
levels of production are governed by the profit motive. 21 


Private capitalism requires a stable instrument for the measurement 
of values for its survival because under it the two tasks of saving and 
production are allocated to two separate social groups the rentier 
and the entrepreneur. ?? It is essential that the cash flow between the 
two should remain stable. 


Thus “it is one of the objects of this book” to induce the authorities 
responsible for national currencies to prevent or lessen cyclical price 
movements. The task of counterbalancing individual forecasts of 
changes in general price levels “by setting in motion some factor of a 
contrary tendency” is a staggering one. Keynes considers a policy 
involving such measures as “an improvement on the policy of sitting 
auietly by”. Inflation may be an evil, but deflation is an even greater 
evil “because it is worse, in an impoverished world, to provoke un- 
employment than to disappoint the rentier”. 23 


The entire development of Keynes’s social philosophy is signposted 
in these passages. We must not forget that A Tract on Monetary 


21 A Tract on Monetary Reform (London, 1923), pp. 25, 26, 33 and 34. 

22 Ibid., p. 40. Keynes lays considerable stress on this distinction in the General 
Theory, the volume of saving and the volume of investment being determined by two 
different categories of persons. 

23 Ibid., pp. 38-40. See also E. pe LAVELEvE: “If I have to choose... between 
creditors and debtors I shall incline towards the latter” (“La monnaie bimétallique” 
in Revue de Eelgique, 1876, p. 16). 
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Reform was written six years before the beginning of the great 
depression. Once Keynes had become convinced that monetary measures 
by themselves were insufficient to break the cycle, he was logically 
en to seek other means of doing so and to recommend more radical 
steps. 


Let us consider some of the other main ideas put forward in this 
book. 

Returning to a theme he originally touched on in The Economic 
Consequences of the Peace, he lashes with his irony the belief, held 
by so many 19th-century liberals, that love of accumulated wealth and 
moral virtue went hand in hand. 


“The savings were seldom drawn on, and, accumulating at com- 
pound interest, made possible the material triumphs which we now all 
take for granted: The morals, the politics, the literature, and the 
religion of the age joined in a grand conspiracy for the promotion of 
saving. God and Mammon were reconciled. Peace on earth to men of 
good means. A rich man could, after all, enter into the Kingdom of 
Heaven— if only he saved. A new harmony sounded from the celestial 
spheres. ‘It is curious to observe how, through the wise and beneficent 
arrangement of Providence, men thus do the greatest service to the 
public, when they are thinking of nothing but their own gain’; so sang 
the angels.” 24 


The book contains another doctrinal judgment: inflation, with all 
its inherent injustices and dangers, does at least have the merit of 
reducing the share of the national income which goes to lending 
capitalists and rentiers. If inflation were to disappear it would have 
to be replaced by “the scientific expedient, the capital levy”. He 
answers conservative protests as follows: 


“Nothing can preserve the integrity of contract between individuals, 
except a discretionary authority in the State to revise what has become 
intolerable. The powers of uninterrupted usury are too great. If the 
accretions of vested interest were to grow without mitigation for many 
generations, half the population would be no better than slaves to the 
other half... 


"Changes in Death Duties, Income Tax... have received the same 
denunciations from the absolutists of contract, — who are the real 
parents’ of Revolution.” 25 


In other respects, as I pointed out when studying the continuity of 
his thought, Keynes was still in 1923 very much a pure liberal. This 


24 Ibid., pp. 7-8. Keynes gives the reference for the sentence he quoted. It was 
taken from Easy Lessons on Money Matters for the Use of Young People, published 
by the Society for the Propagation of Christain Knowledge (12th edition, 1850). Some 
examples of à similar outlook taken from French contemporary writings will be found 
in L'évolution de ta doctrine libérale en matière économique et le néo-libéralisme 
by Paul LAMBERT in Industrie, October 1962. 

25 Ibid., pp. 65, 67 and 68 Obviously, these passages must not be taken as 
‘implying that Keynes would in all circumstances have supported any proposal for a 
capital levy. On this point see HARROD, op. cit., pp. 338 and 353. 
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is clear from the views he expresses when touching on subjects such 
as exchange control, speculation, subsidies, price-fixing, rent restriction, 
campaigns against profiteering, and excess profits taxes. 26 As time 
went by he inclined more and more towards support of State inter- 
vention in these different fields. To sum up, it may be said that, 
although Keynes started out as a neo-liberal, his social philosophy 
went through several stages of development which gradually estranged 
him from the neo-liberal beliefs closest to the doctrines of 19th-century 
liberalism. 


IV. 1925-26: 
Keynes Lays Down the Main Lines of Neo-Liberalism 


In 1925 and 1926 Keynes wrote four short works: A Short View of 
Russia (1925), Am I a Liberal? (1925), The End of Laissez-faire (1926) 
and Liberalism and Labour (1926). 27 


He defines Leninism as a mixture of a new type of economic activity 
with a new type of religion. After stressing all which separates a 
liberal of his type from Bolshevism, he expresses considerable interest 
in an experiment in which the desire of the individual to accumulate 
personal wealth is debarred as a motivating factor in economic activity. 
His conclusion is: “I should like to give Russia her chance; to help 
and not to hinder.” 28 


But is he a genuine liberal? It all depends on the meaning one 
attaches to the term. He believes in a “new liberalism”, the mission 
of which he describes as follows: 


“The transition from economic anarchy to a régime which deli- 
berately aims at controlling and directing economic forces in the 
interests of social justice and social stability will present enormous . 
difficulties both technical and political. I suggest, nevertheless, that the 
true destiny of new liberalism is to seek their solution.” 29 


Keynes described the tasks of the new liberalism in greater detail 
in a pamphlet with the striking title The End of Laissez-faire. 


26 Ibid., pp. 36 and 26. 

27 Substantial excerpts from all four were reproduced in Essays in Persuasion, 
pp. 297 to 345. 

28 Essays in Persuasion, p. 311. This measured judgment is in full conformity 
with what Keynes wrote about Russia in 1919 in The Economic Consequences of the 
Peace (last chapter, para. 4). Although communist writers have read into this passage 
a Somewhat aggressive attitude towards Bolshevism (see for example V.S. VoLODIN: 
Keynes, ein Ideologe des Monopolkapitals (German translation), Berlin, 1955, pp. 14-15) 
it clearly indicates that Keynes is opposed to either military intervention or a 
blockade. But elsewhere (The Economic Consequences of the Peace, p. 276), he 
described Bolshevism as “extreme forms of those doctrines of violence and tyranny 
born of war and despair’. For this description he incurred the enmity of Lenin 
{see our footnote No. 64). 

Keynes never tried to analyse the economy of the Soviet Union, either in 1925 or | 
later. Klein regretted this (The Keynesian De op. cit., pp. 77-78). : 

29 Ibid., p. 335. 
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He begins by challenging a number of the concepts of 19th-century 
liberalism. He refuses to accept that natural law confers inalienable 
rights on those who possess or acquire wealth; that private and general 
interests are necessarily convergent; or that individuals gathered to- 
gether in a social unit and taking decisions collectively are always 
less far-sighted than they would be acting as individuals. 


What programme does he offer? 


First of all, he considers it essential to develop new structures — 
semi-autonomous bodies “subject in the last resort to the sovereignty 
of the democracy expressed through Parliament” of which the Port 
of London Authority is an example. It would obviously be undesirable 
to nationalise some limited companies which had already to a consi- 
derable extent “socialised themselves” in that the management was no 
longer under the control of the shareholders and was more concerned 
with maintaining the firm’s reputation and stability than with seeking 
the maximum profit. But a number of large undertakings, and in 
particular public utility services — “water, gas, electricity and other 
business requiring a large fixed capital, still need to be semi- 
socialized”, 80 


To improve the functioning of the economy “a deliberate control of 
the currency and of credit by a central institution” would be required. 
Other essentials would be an information agency collecting and 
publishing factual information on the business world in order to combat 
uncertainty and ignorance, and a population policy aiming at the 
determination and achievement of an optimum population level and 
structure. 31 


One may think that this is not very much; on the other hand, 
one may think that for its time it is a great deal. But in any case 
these are only examples. The main aim is one of achieving ratio- 
nalisation and coordination without restricting private enterprise and 
the spirit behind it. 

Keynes’s conclusion was as follows: “For my part, I think capitalism, 
wisely managed, can probably be made more efficient for obtaining 
economic independence than any alternative system yet in sight, but 
that in itself it is in many ways extremely objectionable.” 32 


In Liberalism and Labour he sums up the problem facing humanity 
in the following striking sentence: “The political problem of mankind 
‘is to combine three things: economic efficiency, social justice, and 
individual liberty.” 33 


30 Ibid., pp. 313-316; the initial challenges are to be found on page 312. Keynes 
did not feel that what he wrote here bound him to support of all nationalisation 
measures any more than he felt bound by what he wrote about capital levies; 
in 1946, for example, he vigorously opposed the nationalisation of road transport 
services (HARROD, op. cif., p. 641). 

81 Ibid., pp. 318 and 319. 

32 Ibid., p. 321. 

33 Ibid., p. 344. 
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In offering this definition of the problem he adopts a position very 
close to that of democratic socialism, and he is aware of the fact: “I 
am sure that I am less conservative in my inclinations than the average 
labour voter.” But he opposed many demands of the trade union 
movement, and State socialism, the slogans inherited from Marx and 
the concept of the class. struggle were anathema to him. He could 
never have become a member of the Labour party. On the other hand, 
if he had had to choose between voting Conservative and voting Labour 
he would have voted Labour, and even went so far as to say that 
anyone who disagreed with him and was ready “to die in the last 
ditch for capitalism” should leave the Liberal party. 34 


He expresses his desire to see the Liberal and Labour parties join 
forces in the following terms: “Great changes will not be carried out 
except with the active aid of Labour. But they will not be sound or 
enduring unless they have first satisfied the criticism and precaution 
of liberals,” 35 


V. The Doctrines Outlined in “A Treatise on Money” (1930) 


Keynes’s fear that the system of private capitalism might break down 
under the pressure of the two forces of price instability and employ- 
ment instability came to the surface again in 1930, when, at the end 
of A Treatise on Money, he was reflecting on the world economic 
depression which had recently set in. He wrote: 


“It has been my role for the past 11° years to play the part of 
Cassandra, first on the economic consequences of the peace and next 
on those of the return to gold. I hope that it may not be so on this 
occasion. 


“If this (income deflation) occurs, our present régime of capitalistic 
individualism will assuredly be replaced by a far-reaching socialism.” 36 


It may be said that the doctrine of full employment was outlined in 
the Treatise. In his concern with the problem of securing the desired 
stability of prices and employment, Keynes concentrated his attention 
primarily on prices up to 1926; from then onwards, he became more 
and more concerned with employment. He denies that the “stimulus 
of distress” is the only means of bringing about savings and technical 
improvements; there are certain types of improvements which can only 


34 Ibid., pp. 341 and 343, 

35 Ibid., p. 344. Some readers may feel that these remarks on the Liberal and 
Labour parties are of minor interest. But they form an integral part of Keynes’s 
Social philosophy and were inspired by his practical approach to all problems. He 
would never have had any use for theories framed in vacuo, and the idea of trying 
to find social and’ political forces in a position to put his ideas into effect is charac- 
teristic of his whole outlook. 


36 A Treatise on Money (London, 1830), Vol. II, pp. 385-386. 


496 i PAUL LAMBERT 





be achieved “in an atmosphere of optimism and abundance”. He goes 
on to make a critical analysis of Robertson’s thesis that the trade 
cycle plays a progressive part and that it would be dangerous to allow. 
it to disappear entirely. He lays great stress on “the loss of output 
due to involuntary unemployment (which is a greater evil than the 
overtime worked during a boom is a benefit)”. 37 


In one passage in which Keynes states his preference for a gradual 
rise in incomes and the prices of consumer goods we recognize a 
throwback to an earlier and more long-standing concern, namely the 
search for methods of reducing the share of the national income taken 
by rentiers, of loosening “the grip of the dead hand”,38 This concern 
permeates the whole of Keynes’s writings. 


On the other hand, in the Treatise we find the first significant signs 
of a change in Keynes’s attitude on the problem of free trade and 
protection. I mentioned in the previous chapter that in 1923 Keynes 
described himself as a 100 per cent. free trader. In A Treatise on 
Money he recognised, firstly, that the imposition of a customs duty may 
improve terms of trade at the expense of foreign countries, and 
secondly that in certain circumstances the establishment of customs 
barriers may lead to an increase in overall investment and employment 
and thus to a “net gain” for the country as a whole. 39 


Lastly, Keynes’s valued judgments on the problem of. distribution 
deserve closer consideration, as they throw a good deal of light on his 
fundamental beliefs. 


Given that the main motive for economic activity in a capitalist 
system is the profit motive, Keynes concluded logically that to counter 
a depression one must increase profit margins. He expressed the idea 
even more clearly in 1930, when addressing the Macmillan Committee 
in the following terms: “You have first of all to do something to 
restore profits and then rely on private enterprise to carry the thing 
along.” 40 To conclude from this that Keynes had no objections or 


37 Ibid., Vol. I, pp. 275 and 293-295. A year earlier, in a pamphlet entitled Can 
Lloyd George Do It?, written with H.D. Henderson, Keynes had directly tackled the 
problem of unemployment. He attacked the “orthodox Treasury dogma” (to quote the 
expression used by the Chancellor of the Exchequer himself) that public expenditure 
could not influence employment. He recommended a programme of public works and 
monetary expansion. He wrote: “Inflation only results when we endeavour, as we 
did during the war and afterwards, to expand our activities still further after everyone 
is already employed and our savings are being used up to the hilt’. 

See Essays in Persuasion, pp. 118 ff.. especially pp. 119, 121 and 124. 


38 A Treatise on Money, Vol. Il, p. 393. 


39 Ibid., Vol. I, p. 335 and Vol. II, pp. 186 and 377. Keynes dealt with the 
subject in greater detail in three articles written in 1931, which have been included 
under the title Mitigation by Tariff, in Essays in Persuasion (pp. 271-287). As Mrs. 
Robinson has pointed out, the absoluteness of Keynes’s earlier convictions on the 
subject of free trade were exceptional: even orthodox free traders recognised that. 
protection might in the short run improve the employment situation. (Joan ROBINSON : 
“Beggar-My-Neighbour Remedies for Unemployment” in Essays in the Theory of 
Employment, 2nd edition, Oxford, 1947, p. 157, note 1). Mrs. Robinson refers to 
Picou: Public Finance, p. 224. 


40 Quoted in HARROD, OP., cit., p. 417. 
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scruples concerning the earning of profits or misgivings regarding their 
rightness is a short step which many commentators have blithely taken 
without further thought. 


He began by recalling that, during the first phase of a boom, prices 
increase faster than incomes (not including profits). “The difference 
is arbitrarily distributed among the members of the entrepreneur class 
as a permanent addition to the latter’s wealth; or they can usually 
secure more of the gains of the inflation than they suffer of the losses 
of the deflation.” * The reason why he accepts this state of affairs 
is that “the advantages to economic progress and the accumulation of 
wealth will outweigh the element of social injustice, especially if the 
latter can be taken into account and partially remedied by the general 
system of taxation-— and even without this remedy, if the community 
starts from a low level of wealth and is greatly in need of a rapid 
accumulation of capital”. 42 


Admittedly, “a socialist system which was directed with perfect 
knowledge and wisdom” could, by legislative action and without social 
injustice, fix the rate of accumulation and bring about transfers of 
productive resources from one kind of production to another. But— 
“an individualist system” requires the stimulus of profit. 48 The problem 
was, in fact, one of choosing the drawbacks one was prepared to 
accept. 


Keynes did not exhaust this subject in A Treatise on Money; he 
took it up again in the General Theory. 


In this book Keynes does not lose sight of the fact that the choice 
between the present and the future also raises a problem of social 
justice. He admits that the unrestricted placing of money abroad on 
loan may increase the rate of growth of the leader nation’s wealth, 
but points out that this is achieved “by putting off the day at which 
the workers in the country can enjoy, in the shape of higher wages, 
the advantages of this accumulation of capital”. From there, he goes 
on to make an extremely important point which is of particular signi- 
ficance to the countries with authoritarian State planning today, for 
it raises the whole question of economic democracy. He writes: 


“Nineteenth-century philosophy was wont to assume that the future 
is always to be preferred to the present. But modern communities are 


41 À Treatise on Money, Vol. I, p. 295. 


42 Ibid., Vol. I, p. 298. This passage should be read together with the passage in 
Vol. II (pp. 391-393) in which Keynes describes what he considers to be the best 
possible long-term trend of this type — wholesale prices stable, retail prices rising very 
Slowly, wages and salaries rising a little faster. The two passages are not contra- 
dictory. In Vol. I he states that if he is forced to choose between the alternatives of 
(a) prices rising a little faster than wages and salaries and (b) prices falling while 
wages and salaries remain stable, he would opt for the former for reasons relating to 
production and employment. 

Harrod himself recalls that Keynes was not “a great friend of the profit motive” 
(op. cit., p. 333). 


43 Ibid., Vol. I, p. 295. 


er 
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more inclined to claim the right to decide for themselves in what 
measure they shall subscribe to this austere doctrine.” 44 


Vi. The Doctrine of Full Employment 
as Described in the “General Theory of Employment, Interest and Money” (1936) 


The General Theory is the keystone of Keynes’s social philosophy. 
His writings after 1936, such as How to Pay for the War (1940) and 
the speeches on the Keynes Plan for Bretton Woods (1943-44) merely 
deal with the application of the doctrine to a specific problem. I 
shall therefore concentrate now on the General Theory except where 
if proves necessary to refer to an earlier or a later text to complete 
the picture. 


1. Rejection of the Law of Markets. 


To his previous challenges to various tenets of old-style liberalism 
Keynes now added a new and extremely important challenge. He 
questioned the argument that the very fact of production creates a 
market sufficient to absorb the goods produced. 


As we saw in Chapter 3, the law of markets had for many years 
been under attack from “pessimists” or “heretics”, some of whom had 
actually demonstrated its invalidity. But their demonstrations were 
either misunderstood or ignored, and failed. to make any impression 
on the overwhelming majority of economists. Keynes’s talent and 
prestige, applied to contemporary events, were sufficient to enable 
him to refute Say’s law convincingly enough to carry with him the 
majority of the economics teachers of his time and, through them, the 
succeeding generations. The final rejection of the law of markets may 
ihus be said to date from the appearance of the General Theory. 


The spectacle presented by the capitalist system during the time 
of the depression had already drawn from Keynes the disillusioned 
comment that “capitalism … is not intelligent, it is not beautiful, it is 
not just, it is not virtuous— and it doesn’t deliver the goods”. As 
there no longer remained even any theoretical guarantee of the 
marketability of the goods produced, he was led to the doctrinal con- 
clusion that “it is certain that the world wil! not much longer tolerate 
the unemployment which, apart from brief intervals of excitement, is 
associated — and, in my opinion, inevitably associated — with present- 
day capitalistic individualism”, 45 


44 Ibid., Vol. II, p. 313, 


45 J.M. Keynes: “National Self-Sufficiency” in Yale Review, 1933, p. 761, and 
General Theory, p. 381. He refutes the law of markets in Chapter 2 of the General 
Theory. ; 
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It should not be thought that this conclusion led Keynes into the 
socialist camp. What he wanted to do was to replace the existing 
system by a system which, while remaining individualistic in essence, 
could secure full employment and other types of social progress. 


2. Was Keynes Opposed to Saving? 


In any given set of circumstances there is an optimum level of 
saving. If the volume of saving exceeds that level it is excessive; if 
it falls short of that level it is inadequate. This was the thesis put 
forward by Malthus; it was put forward by Keynes as well. One 
would therefore be wrong in describing Keynes as opposed to saving. 


It is true that he opposed the tendency to save during the Great 
Depression; during that period it was far more important to consume 
more in order to stimulate production. But in at least three different 
places in the General Theory he very clearly stated that in a different 
situation, if full employment was achieved, the only way to finance 
investment without inflation was through saving. When in 1948, after 
several years of full employment in Great Britain, Joan Robinson 
wrote “Saving once more becomes a virtue” she was merely repeating 
what Keynes had already said. 


In 1940, Keynes himself explained that compulsory or voluntary 
saving was essential to the war effort. He said: “We have become so 
accustomed to the problem of unemployment and of excess resources 
that it requires some elasticity of mind to adapt our behaviour to the 
problem of full employment and of resources which are no longer 
adequate to supply our needs... Voluntary savings would serve this 
purpose if they were sufficient. In any case, voluntary savings are 
wholly to the good and limit to that extent the dimensions of our 
problem.” 46 


46 Keynes wrote in the General Theory (p. 112) that if interest rates were mani- 
pulated in such a way as to ensure that full employment was always maintained, 
“Virtue would resume her sway, and the rate of capital accumulation would depend 
on the weakness of the propensity to consume”. See also an article entitled “The 
General Theory of Employment”, written by Joan Rosınson in 1948 and J.M, Keynes: 
How to Pay for the War (London, 1940), pp. 17 and 9. 

The supporters of the thesis that Keynes was opposed to saving often obtain 
ammunition from his attacks on the “rentier” aspect of capitalism. Several examples 
of this approach, written by different authors, are to be found in The Critics of 
Keynesian Economics, published by Henry Hazlitt (Toronto, New York and London, 
1960). They neglect only the fact that. even if interest as such were abolished, saving 
would not stop entirely. The only people who would cease to save would be those 
who are concerned, not with the accumulation of a sum by saving, but with the 
income they will obtain from investment of their savings. Most of the reasons which 
lead people to save — preparation against one's old age, concern for one's children, 
the desire to purchase a.business, etc. — give savers an incentive to accumulate a given 
sum in the form of savings regardless of whether they receive interest on the money 
or not. The abolition of interest would only put an end to loans: I shall return to 
this problem later. 

SCHNEIDER, in Fundamental Errors..., op. cit., stresses the fact that Keynes never 
said that “saving is always and in all circumstances economically disastrous”, 
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3. Extension of the Sphere of Activity of the State: Planning. 


According to Keynes, all the evidence available suggested that a 
reduction in interest rates would not by itself suffice to bring the 
level of economic activity up to the feasible maximum. “A somewhat 
comprehensive socialisation of investment will prove the only means 
of securing an approximation to full employment.” In addition, 
responsibility for the implementation of this new policy was to lie 
with the organs of central government; this would imply “a large 
extension of the traditional functions of government”, 47 


If the State is to play a much more important part in economic 
life, as Keynes envisaged, it will inevitably have to study, foresee and 
co-ordinate — in other words, plan—the measures it takes in the 
economic field. This corollary is not dealt with in the General Theory; 
but Keynes set down his views on the subject in 1944 in a letter to 
Professor Hayek. 48 The latter had just published his book The Road 
to Serfdom. The fundamental argument of this book is that there is. 
a close relationship between the fundamental freedoms of the citizen 
and private ownership of capital, between the freedom of the entre- 
preneur and the freedom of every individual; and that if the State 
attempts to plan economic activity, even to an extremely limited extent 
in the early stages, it will inevitably be forced to take more and more 
measures of a increasingly authoritarian character until a completely 
totalitarian régime exists. ` 


Keynes begins ħis letter by confirming his attachment to the prin- 
ciples of individualism. “Morally and philosophically I find myself in 
agreement with virtuality the whole of it (the book); and not only in 
agreement with it, but in a deeply moved agreement.” He goes on to 
express the opinion that, from the economic standpoint, Hayek has 
made a mistake in basing his reasoning on the “very doubtful” hypo- 
thesis that planning will not be effective. Indeed, the opposite is “quite 
likely”. He agrees, however, that an increase in the efficacity of a 
given plan cannot be accepted as a valid reason for sacrificing 
precious liberties. 


Keynes then turns to his “only serious criticism”. He points out 
that Hayek himself admits the impossibility of achieving either total 
abstention by the State from all interference in economic activity or 
absolutely universal planning in practice. He therefore considers it 
illogical to argue that the slightest step towards planning will inevitably 
lead to catastrophe. “According to my ideas, you greatly under-estimate 


47 General Theory, pp. 378 and 379. 


48 This letter bears the date 28 June 1944. It first came to general notice when 
Harrod’s Life of Keynes, which contains excerpts from it (pages 436 to 437) was 
published. Subsequently it was published in its entirety, in English with an accompany- 
ing Spanish translation, in an appendix to Jose Enrique Miguen: Sociologia Economica, 
Buenos Aires, 1958, pp. 151 ff. I am extremely grateful to Mr, Santiago Fernandes, 
of Rio de Janeiro, who was good enough to send me on his own initiation a photocopy 
of this text. 
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the practicality. of the middle course .... I should conclude your theme 
very differently. I should say that what we want is not no planning, 
indeed I should say that we almost certainly want more. But the 
planning should take place in a community in which as many people 
as possible, both leaders and followers, wholy share your own moral 
position.” 


4. Scope of Private Initiative. 


Private initiative and enterprise were to be left plenty of scope. 
Keynes felt that there was no reason to socialise all economic activity. 
He wanted to be sure that the consumer’s freedom of choice would be 
maintained and considered that, if production was raised to the highest 
possible level, the actual use to be made of the goods produced should 
be determined by the price mechanism, 49 


The objection to this argument usually put forward is that con- 
sumers are given satisfaction in proportion to the size of their incomes 
and that the price mechanism is only acceptable if one presupposes a 
fair system of distribution. Keynes does not reply directly to this 
argument; he does, however, implicitly answer it by his proposals 
concerning means of drastically reducing social inequalities, on which 
I shall have more to say later. 


5. Increased Consumption and a Drastic Reduction of Social 
Inequalities. 


Obviously, the achievement of full employment will not by itself 
solve the whole of the social problem. It will, however, make an over- 
all solution much easier to reach. First of all, if full employment is 
to be achieved and maintained, it is essential that consumption or 
investment-— or, better still, both — should increase. 


The proof of the assertion that Keynes is the most frequently quoted 
and the least frequently read of all economists is to be found in the 
fact that some of his commentators actually believe that he recommended 
the building of pyramids as the most desirable form of investment: 
How is it possible not to sense the bitter irony of the passage contained 
in the following sentence: “It would, indeed, be more sensible to build 
houses and the like; but if there are political and practical difficulties 
in the way of this, the above would be better than nothing.” 5° 


The General Theory also refuted the principal argument in favour 
of inequality of distribution, namely that such inequality was essential 
if the substantial volume of saving necessary for investments was to 
be maintained. In practice, however, in all periods of under-employ- 


49 General Theory, pp. 378 to 381. 


50 Ibid., p. 129. In 1961 Joan Robinson wrote the following: “Keynes’s paradoxes 
— build pyramids, dig holes in the ground— have been taken literally.” She was refer- 
ring to expenditure on defence (“Beyond Full ERI in Annals of Collective 
Economy, April-June 1961, p. 164) 
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ment — and under-employment has prevailed most of the time — saving 
has done more harm than good. In addition, the techniques of collective 
saving have evolved considerably since the 19th century. Lastly, an 
increase in the volume of investment will increase incomes and give 
rise to an equivalent volume of saving, even if income is distributed 
in a more equitable fashion. 


Keynes goes even further. His desire was “to increase the stock 
of capital up to a point where its marginal efficiency had fallen to a 
very low figure”. When this had been achieved, profit would be no 
more than “an allowance for risk and the costs of skill and super- 
vision”. To those who fear that such a reduction in profits will act as 
a brake on economic activity in the private sector, Keynes replies with 
an amusing metaphor taken from gambling. He argues that gambling 
is just as fascinating whether the stakes are high or low: “much lower 
stakes will serve the purpose equally well, as soon as the players are 
accustomed to them”, 51 


Lastly, if a policy of full employment is to be applied effectively, 
inferest rates must be kept at extremely low levels. This would involve 
“the euthanasia of the rentier”. Keynes has no sympathy whatever for 
the rentier class; rather the opposite is the case. “Interest today 
rewards no genuine sacrifice, any more than does the rent of land.” 


It must be admitted that these last two theses-— those concerning 
the future of profits and interest — are of doubful validity; in the 
General Theory their significance is not spelt out with sufficient clarity. 


On the subject of the reduction of interest rates, Keynes expresses 
a number of reservations, the exact significance of which it is difficult 
to assess. For instance, if the propensity to consume throughout the 
community (including the State) rose to such a level as to give rise to 
the danger that net saving would cease entirely, it might be necessary 
to reintroduce “a reward in the shape of interest”. However, Keynes 
went on to say: “But even so, it will still be possible for communal 
saving through the agency of the State to be maintained at a level 
which will allow the growth of capital up to a point where it ceases 
to be scarce.” 53 


+ 


51 Ibid., pp. 374 and 375; see also p. 325. Keynes does not underestimate the 
importance of the taxation system; he claims that where fiscal policy is deliberately 
used as a means of bringing about a more equal distribution of incomes, it helps 
most to stimulate the propensity to consume (page 95). 

52 The two expressions “the euthanasia of the rentier” (which has become one 
of the focal points of the polemics concerning Keynes’s thought, especially in the 
United States) and ‘genuine sacrifice’ are both to be found on page 376 of the General 
Theory. The idea that the free interplay of economic forces might one day lead 
to the disappearance of interest and unearned income can be traced back to the 
Manchester School. 

53 Ibid., pp. 375 and 376. At the end of Chapter XXI, Keynse stresses the fact 
that it is extremely difficult at present, “and may prove to be (so) in future”, to 
reduce the minimum rate of interest acceptable to persons possessing wealth (p, 309). 
In Chapter XXII, he protests against the checking of economic booms by increasing 
interest and discount rates; but immediately afterwards he adds a footnote saying: 
“Tf we are precluded from making large changes in our present methods, I should 

(footnote continued overleaf) 
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These remarks immediately call forth the following comments: 


1. Danger of inflation. If during a period of full employment the 
checks of discount and interest rates are not to be applied and 
inflation is nevertheless to be avoided, State-controlled machinery for 
the rationing and distribution of credits will have to be set up. 


2. The euthanasia of the rentier and problems of financing. If interest 
rates are kept down at such low levels that nobody derives any benefit 
from lending out the money he has saved, new institutions with the 
ability to finance undertakings and public institutions will have to be 
established. Keynes’s reference to collective saving centralised by the 
State gives only an extremely vague idea of the changes which would 
be necessary. The State would have to obtain the money needed to 
provide the credits by taxing the incomes of undertakings. In view of 
Keynes’s general outlook it is doubtful whether he would have pushed 
the logic of his thinking to such an extreme. 


3. Persistent shortages of capital. ‘Keynes was of the opinion that the 
shortage of real capital might come to an end “within one or two 
generations’. 54 Implicitly Keynes did not look further afield than 
the older and more advanced countries, which he considered as forming 
a singe, homogeneous and exclusive unit. The economies of these 
countries are obviously affected by events taking place throughout 
the world. One has only to think of the economically under-developed 
countries, which contain the majority of the world’s population, to 
realise that there is a very considerable world-wide shortage of capital. 


4. Monopolies and elements of monopolies. Even in the more advanced 
countries considered individually, the hope that large scale investment 
could by itself bring about a substantial reduction in profit levels 
suggests that the influence of monopolistic factors in competition has 
been under-estimated. 


For all these reasons I am of the opinion that the Keynesian concept 
of a gradual disappearance of unearned incomes, of interest as such 
and of pure profit as an automatic consequence of the application over 
a considerable period of a full employment policy smacks of utopianism. 


* 





agree that to raise the rate of interest during a boom may be, in conceivable circum- 
stances, the lesser evil” íp. 322). In Chapter XXIV, he suggests that investment 
should be promoted by lowering interest rates “provided that we do not attempt to 
stimulate it in this way beyond the point which corresponds to full employment” 
(p. 375). 

If one keeps these reservations in mind, it is not surprising to hear from John 
H Williams that in 1945-46 Keynes considered that contemporary monetary policies 
were not restrictive enough. (J.H. WILLIAMS: “An Appraisal of Keynesian Economics” 
in American Economic Review, May 1948, p. 287, note 33). But what becomes of the 
prospect of “the euthanasia of the rentier’’? 

SCHNEIDER combats the thesis that “Keynesism means inflationism” (op. cit., 
pp. 18-19). AH Hansen adopts a similar point of view in “The Influence of Keynesian 
Thinking in the United States” in Weltwirtschaftliches Archiv, 1952, pp. 10 and 11. 


54 General Theory, p. 377. 
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6. International Problems: War and Peace, Free Trade and 
Protection, World Currency. 


A policy of full employment would turn the attention of governments 
to the development of home markets and thereby make for peace 
throughout the world. In this connection the passage in the exposition 
of this thesis in which Keynes refers to the theory of imperialism 
deserves recall. He writes: “War has several causes. Dictators and 
others such, to whom war offers, in expectation at least, a pleasurable 
excitement, find it easy to work on the natural bellicosity of their 
peoples. But, over and above this, facilitating their task of fanning the 
popular flame, are the economic causes of war, namely the pressure of 
population and the competitive struggle for markets. It is the second 
factor, which probably played a predominant part in the 19th century, 
and might again, that is germane to this discussion.” 55 


Let us examine the commercial policy Keynes proposes. 


He admits that a certain amount of customs protection will sometimes 
be necessary, either to stimulate a greater variety of activities in a 
country in which productive resources are concentrated in too few 
branches or to enable an individual State to isolate itself from the 
contagion of an international depression. Generally speaking, however, 
countries should strive to approximate as nearly as possible conditions 
of free trade by adhering to an international policy of full employment. 
No country should ever take steps to increase employment in its own 
territory which would have prejudicial effects in other countries. 58 


An international currency should facilitate transactions. There can 
be no question of returning to the gold standard, which requires for 
its operation substantial changes in discount and interest rates and 
allows crises to spread rapidly. The international currency would be 
controlled by a supranational authority. The balances held by creditor 
nations could be lent to debtor nations, in the same way that in 
individual countries those who require money can, through the banking 
system make use of the resources of those who have money. The inter- 

national currency could be bought with gold but would not be convertible 
-into gold; it might even become possible eventually for the international 
authority to fix the price of gold at such a low level that it would lose 
its monetary value completely; this would make human and capital 


65 Ibid., pp. 381-382. 


56 In the “Notes on Mercantilism” (General Theory, Chapter XXII) we find the 
following: “For this and other reasons the reader must not reach a premature 
conclusion as to the practical policy to which our argument leads up. There are 
strong presumptions of a general character against trade restrictions unless they can 
be justified on special grounds. The advantages of the international division of labour 
are real and substantial, even though the classical school greatly overstressed them” 
(p. 338). From this it will be seen that he was in no sense contradicting his early 
utterances when he spoke of “the wisdom of Adam Smith” in an article on the balance 
of payments in the United States published after his death (June 1946). 7 

For a comprehensive study of Keynes’s commercial policy see R. HINSHAW: “Keyne- 
sian Commercial Policy” in The New Economics (editor S.E. Harris), pp. 315 ff. 
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resources available for more useful work. Lastly, a number of countries 
would exercise control over international capital movements; for in 
such a system it would be essential to prevent the flight of capital from 
a particular country for political reasons and — even more important — 
to prevent investment abroad rising to such an excessive degree that 
interest rates at home would rise and the policy of full employment 
would thereby be jeopardised, 57 


7. A General View of Keynes’s “New Jerusalem”. 


If we now consider Keynes’s General Theory together with his earlier 
teachings, we are in a position to trace the main outlines of his vision 
of “The New Jerusalem”. 


1. Certain joint-stock undertakings with large amounts of invested 
capital were to be reorganised as “semi-autonomous bodies”, i.e. public 
corporations which in the last resrt would be under parliamentary 
control. 


2. The sphere of action of government would be broadened to 
enable it to pursue a population policy and a full employment policy. 


3. The State would act in accordance with planning techniques 
which would safeguard the fundamental freedoms of the individual; 
economic activity would be carried on within the political framework 
of democracy. 


4, Private ownership would continue to prevail in a very wide field; 
production would continue to be regulated and orientated by the wishes 
and choices of consumers. 


5. The full and permanent employment of productive forces would 
lead to an increase in consumption and in the volume of socially useful 
investment. 


6. Considerable progress would be made in reducing inequalities 
in the distribution of wealth. In addition, Keynes was of the opinion 


57 When considering the question of an international monetary plan it must he 
remembered that in 1943 and 1944 Keynes was acting as the ‘representative of Great 
Britain and even of the Commonwealth and had to take into account a great variety 
of different circumstances and interests. I have therefore only mentioned some aspects 
of the Keynes plan which seemed to fit in particularly well with his personal social 
philosophy. See on this subject Proposals for an International Clearing Union (1943, 
Cmd. 6437, No. 31; Joan ROBINSON: “The International Currency Proposals” in The 
New Economics, p. 355; and J.M. KEYNES: “The International Clearing Union” ta 
speech delivered to the House of Lords on 18 May 1943) in bbid., p. 364. 

For a detailed comparison between the structure of the International Monetary 
Fund, established in 1944 and operating since 1947, and the Keynes plan, see Robin 
HUTTON: “Le projet Keynes de création d'une Union international de compensation” 
in Revue des sciences économiques, September 1957, pp. 155-167. The first part of the 
study was published in the June 1957 issue of the same review under the title: “Le 
Fond monétaire international: Keynes avait-il raison?” In several respects the Keynes 
plan is similar to the “Milhaud Plan” for a system of “integral international clearing” 
which Edgard Mithaud describes in a number of his writings between 1932 and 1936. 
These are listed in the bibliography to “Aspects de la vie et de l’œuvre d'Edgard 
Milhaud”, by André BAEvENS, in Seconds mélanges d'économie politique et sociale offerts 
à Edgard Milhaud (Liège, 1960), pp. 50-51. 
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that a policy of full employment would eventually lead to the dis- 
appearance of unearned profits and of the rentier class. 


In the international field stress would be laid on co-operation, and 
economic policies would be designed to safeguard peace. 


VII. Reactions of Other Schools of Thought to Keynes’s Social Philosophy 


1. The Attitude of the Old-Style Liberals and the Neo-Liberals. 


As we saw earlier, in 1925 and 1926, Keynes laid down the funda- 
mental principles of the whole of the neo-liberal school, namely rejection 
of the doctrine of laisser-faire and of any limitative delineation of the 
boundaries of State activity and the maintenance of a substantial sector 
of private ownership. 


This does not, however, mean that all the neo-liberals accepted the 
Keynesian doctrine; in fact, only a few of them ever did so entirely. 


The very general principles I have recalled in this chapter can serve 
as a basis for a number of systems which may differ considerably 
according to whether one adopts an extensive or restrictive approach 
in defining the sphere of activity of the State. I have already said that 
neo-liberalism is not a doctrine; it is a whole gamut of doctrines ranging 
from a liberalism bordering on /aisser-faire liberalism to a doctrine 
bordering on socialism. 

Keynes, like his disciple Beveridge, adopted a position at the left- 
ward end of the scale — the end bordering on socialism. 


As a result, Keynes’s doctrines were attacked-— sometimes with 
extreme ferocity— by the liberals who had remained faithful to the 
teachings of Bastiat (for example Ludwig von Mises) and the majority 
of the neo-liberal economists. Jacques Rueff loudly drew attention to 
“the fallacies of Lord Keynes’s General Theory”; Röpke, as we have 
seen already, considered Keynesianism as a stepping-stone to collec- 
tivism; Hazlitt was infuriated by the prospect of the “euthanasia of the 
rentier”.58 All of them were convinced that, whatever Keynes might 
say, State intervention. of the Keynesian type would smother all 
individual enterprise and that full employment would lead to ill-chosen 


58 Ludwig von Mises: “Stones into Bread, the Keynesian Miracle” and “Lord 
Keynes and Say’s Law”, two articles written in 1948 and 1950 and published in The 
Critics of Keynesian Economics, edited by H. Hazlitt (Toronto, New ‘York, London, 
1960), pp. 305 ff; J. Rugrr: “Les erreurs de la théorie générale de Lord Keynes”, in 
Revue d’économie politique, January-February 1947; W. ROPKE: Civitas humana (Paris, 
1946), pp. 338 ff: H. HAZLITT; The Failure of the “New Economics” (Toronto, New York, 
London, 1955), pp. 376 ff. 

. These were attacked in their turn by Erich Scunemes: “Fundamental Errors in 
Recent Anti-Keynesian Literature”, op. cif.; in this article Schneider attacks in 
particular H. MAYER, W. RörKE, A. WEBER, A.L. Hann (The Economics of Illusion, New 
York, 1947) and the collective work entitled Vollbeschdftigung, Inflation und Plan- 
wirtschaft (Zurich, 1951). 
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investments, a general falling off in productivity and dangers to 
freedom... 59 


It is impossible to evaluate scientifically the validity of the opinion 
of the liberal economists that the Keynesian system is fundamentally 
unstable and must inevitably form a stage on the road to some form 
of socialism; all these opinions are typical value judgments. The same 
is true, incidentally, of any reply to the question which one continually 
has to ask oneself when reading these writers’ works, namely: what 
would be the chances of survival of a capitalist system left to its own 
devices? 

Some of them, however, distorted Keynes’s thought to the point of 
caricaturing it. Here are some examples: 


1. Hazlitt described Keynes’s policy as a “policy of perpetual 
inflation”. 


2. Cortney wrote that for Keynes „there is not only too much 
saving, but this latter is practically a sin” 


3. In the opinion of von Mises, Gage shared “the pseudo- 
philosophy of those who can think of nothing else than to dissipate the 
capital accumulated by previous generations”. 


4. According to Stagg Lawrence Keynes’s views on investment 
were in essence as follows: “Digging holes and filling them again can 
be more useful socially than the private accumulation of wealth .... 
Building useless pyramids can be more desirable socially than building 
a railroad .... The government should control and direct all invest- 
ment.” 60 


2. The Communist Attitude. 


. From the communist review La Nouvelle critique one learnt for 
the first time in 1949 of the pernicious influence which Keynes’s ideas 
were having on certain militants on both sides of the Iron Curtain. 


“No other bourgeois social philosophy .. has ever infiltrated the 
ranks of the workers’ organisations so dangerously.... Even the com- 
munist party in the U.S.A. was: tempted by the blandishments of 
Keynesianism, and its former Secretary-General, Earl Browder, nearly 
led his party into a deviation .... In the Soviet Union a debate on the 
work of the economist Varga showed how deeply the insidious influence 
of Keynes’s mistaken views on the role and the nature of the capitalist 
State had penetrated .... A general critical analysis of a number of 


59 I have already examined these arguments in “Les discussions autour du plein 
emploi” in Revue de l’Institut de sociologie, 1951, No. 4. 

60 H. HAZLITT: The Failure of Keynesian Economics, op. cit., p. 329; D CORTNEY 
in The Critics of Keynesian Economics, op. cit., p. 208: L. von MISES: fbid., p. 320; 
and K. Stagg LAWRENCE: ibid., pp. 323 and 324. 
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books and articles by Soviet economists... shows that Varga’s erroneous 
views are shared by an entire group of students of economics.” 61 


It was therefore essential that the official views of the party on 
the Keynesian theory — that is to say, an absolute and categorical 
condemnation of them — be issued as soon as possible. Writers like 
J. Domarchi and P. Sweezy, who compared Keynes with Marx and 
even suggested that the work of Keynes had thrown new light on 
certain passages of Capital, were viewed with grave suspicion by their 
Marxist colleagues. ®2 Varga finished by writing his own self-criticism; 
in it he abased himself so much that one is tempted to wonder whether 
he was not being a little malicious. 63 


All this took place under Stalin’s rule. Since then the official views 
of the Communist party on Keynesism have not changed; this is clear 
from a number of books published since 1949 and from articles recently 
published in Soviet economic reviews. 54 





61 La nouvelle critique, February 1949, pp. 101 and 102 and July-August 1949, 
p. 97. The attacks against Keynes lasted from February until July-August 1949; the 
articles were signed: J. Kanapa, I. Trachtenberg, W. Foster, J. Bénard, J. Dessau 
and P. Detceuf. 

Other communist-inspired attacks against Keynes are to be found in John Eaton: 
Marz against Keynes. A Reply to Mr. Morrison’s “Socialism” (London, 1951): 
LG. BLZUMIN (Russian original): Criticism of the Contemporary Bourgeois Economic 
Policy in England (Moscow, 1953); W.S. VoLopIN: Keynes, ein Ideologe des Monopol- 
capitals (German translation, Berlin West, 1955; original Russian edition published in 
Moscow in 1953); G. SISKIND: John Maynard Keynes, ein falscher Prophet. Die 
Ursachen des ideologischen Einflusses der Keynesschen Lehre und ihre Trugschlüsse 
(Berlin, 1959): K.H. SCHwWANK: Lord Keynes Theorie, weder revolutionär noch wissen- 
schaftlich. Zur Kritik der apologetischen Behauptung von der Renaissance in der 
modernen btirgerlichen politischen Oekonomie (Berlin, 1961}; Schwank quotes in this 
book Bizumin’s book referred to earlier in the footnote. It is amusing to compare the 
title of Schwank’s book with that of an article by H RITTERSHAUSEN, published in the 
Frankfurter Allgemeine Zeitung of 20 September 1951 and entitled “Keynes weder 
Revolution noch Wissenschaft”, which sums up a lecture by H, Mayer (article quoted 
by E. Schneider, op. cit.). 

62 La nouvelle critique, February 1949, p. 103, and March 1949, p. 113. 

63 Let the reader judge for himself; “This criticism was necessary and justified. 
My fauit lies in the fact that I did not immediately recognize its rightness as all 
my friends did. But it is never too late to mend.... The different errors of a 
reformist character on the subject of the bourgeois State which have unfortunately 
(independently of my own desire) crept into my book certainly offer valuable support 
to the counter-revolutionary reformist attempt to decelve the working classes... In 
this particular field openly reformist books are less harmless than mine—in which 
the errors of a reformist character are more or less concealed and consequently more 
difficult to detect and correct — and their influence can be neutralised more easily.... 
AS all too often happens when one attempts to defend one’s errors, I made mine 
even worse during the discussion when I stated that after the war certain capitalist 
States adopted a kind of State plan” (La nouvelle critique, July-August 1949, pp. 98, 
99, 100 and 109). On 22 April 1963 Varga was awarded the Lenin Prize. This does 
not imply any change in the official Soviet attitude towards Keynes’s social philosophy. 

64 The following are quotations from contemporary Russian authors: “Keynes, 
J.M.... A theorist of monopoly capitalism and imperialist reaction.... Lenin unmasked 
Keynes by describing him as an implacable enemy of bolshevism, who visualised it 
as monstrous, ferocious and bestial—as a typical representative of the English bour- 
geoisie” (Vol. 31, p. 195 of his collected works). G.A. KozLov: Kratiky Ekonomiceskiy 
Slovar, Moscow, 1958, pp. 122 ff. Lenin's words, which where written in 1920, have been 
repeated in various cömmentaries, including the books by Volodin and Schwank quoted 
earlier. 

“Keynsyanstvo (Keynesianism)... This movement is deeply hostile to the working 
class as it offers a justification for the armaments race and encourages the development 

{footnote continued overleaf) 
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A communist is of course perfectly entitled to draw attention to 
this evidence: Keynes was never either a communist or a marxist. 
Unfortunately these writers — as is so frequent among writers of their 
tendency — are all too easily led to substitute insult for argument. 
They claim that Keynes filled in “exactly” with the group of economists 
whose task it was to “propose remedies known in advance to be 
ineffective” in order to be able to comply with “the orders” of the 
capitalist system. He has been accused of being “the personal and 
indefatigable champion of British imperialism”, and a number of his 
followers have been described as “the most effective instigators of the 
Third World War”, 65 


Some of the communist attacks deserve further study, as they throw 
a great deal of light on the communist social philosophy itself, 


The first line of attack is the accusation that all Keynes was 
trying to do was to save capitalism. It is true that Keynes wished to 
save private enterprise and a large sector of private ownership; but 
at the same time he was proposing major changes in a system which 
in his opinion inevitably gave rise to economic depressions and accepted 
intolerable injustices within itself. If the system condemned by Keynes 


of illusions concerning the possibility of the development of a form of capitalism secure 
from economic crises” (Malaya Sovetskaya Enciklopediya, 3rd edition, Moscow, 1959, 
pp. 675 ff). 

“The revisionists challenge the view that bourgeois economic thinking must be 
considered as a vulgar economy and an apologia ... No matter now much the 
theorists of bourgeois economic thought have changed their appellation or their 
political affiliation (the Englishman Keynes after the first World War, the Americans 
Hansen and Harris after the Second World War, Erhardt in Western Germany and 
Monnet in France, to quote examples), the fundamental purpose of bourgeois economic 
theory has remained the same — to provide a justification of capitalism” (V. CEPRAKOV, 
“Gosudarstvenno-monopolisticheskiy kapitalizm i burzhuazhnaya politicheskaya eko- 
nomiya”, in Voprosy Ekonomiki, 1962, No. 7, pp. 83 ff. In Soviet terminology the 
word “revisionist” is used of a communist who fails to “toe the party line”. 

Similar viewpoints are put forward in the same review by Yu. Ov’sevicn (1962, 
No. 2, pp. 82-83) and A. RussKiH (1962, No. 3, p. 137). Even since 1959 Keynes has 
frequently been referred to-— always in similar terms — in a number of Soviet reviews, 
such as Finansy SSSR, Planovoe Hozyaystvo, Mirovaya Ekonomika i Mezhdunarodnye 
Otnosheniya, and Vneshnyaya Torgoviya. 

I wish to express my simcere gratitude here to Mr. V. Pardigon, who was kind 
enough to read a number of Russian-language publications and reviews for me and to 
provide French translation of various extracts therefrom. 

Although the Keynesian and Marxist theories are fundamentally incompatible, 
they do have a number of points in common, as SCHUMPETER has pointed out on a 
number of occasions (in particular in Ten Great Economists. From Marx to Keynes, 
London, 1952, p. 284). Schumpeter has also drawn attention to the tendency among 
present-day economists to “Keynesify Marx and Marxify Keynes” (History of Economic 
Analysis, New York, 1954, p. 885). As these aspects of the General Theory and the 
writings of its commentators are of purely theoretical interest and have no bearing on 
social philosophy, they are dealt with separately in Volume II of this book. 


65 La nouvelle critique, February 1949, pp. 97 and 99; March 1949, pp. 118 and 
121. The charge of “‘Demagogy“ was also frequently levelled at Keynes: see V.S. VOLODIN 
and K.-H. ScHWANK, op. cit. 
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and the system he proposed are both to be tarred with the same 
capitalist brush, then the wielder of the brush must in fairness explain 
that the new system is not capitalistic in the same way as the old one. 
What the communists are doing, in fact, is using the same word to 
cover two substantially different things. Here again, a communist or 
a socialist may quite legitimately refuse to accept the mixed-economy 
system of the type envisaged by Keynes as a goal to work towards. 
But to over-simplify the problem in this way implies failure to under- 
stand what the adversary is driving at and consequently to fail to 
come to grips with him. 

The second line of attack is the affirmation that full employment is 
impossible except under communism. The report submitted by Mr. 
Khrushchev to the 22nd Congress of the Communist Party of the USSR 
contains the statement that “the bourgeois myth of full employment is 
nothing but a sinister farce”.% In earlier years this attitude had been 
justified by reference to Stalin’s dictum that “You will never be able 
to force a capitalist to act in a manner prejudicial to his own interests 
and accept a lower rate of profit to satisfy the needs of the people”. 87 
Let us take one example of what actually happens: In 1944 in Great 
Britain taxpayers with incomes of less than £250 per year only paid 
2% per cent. of their incomes in tax, while persons earning more 
than £10,000 per year paid over 80 per cent. of their incomes in 





66 Programme of the Communist Party of the Soviet Union (draft), Moscow. 
foreign languages editions, 1961, p. 26; see also pp. 13, 22 and 21. During 1960 
Joan Robinson drew the conclusion from a speech by Mr. Khrushchev that he accepted 
the hypothesis that capitalist countries could maintain their prosperity by social 
investments (Joan ROBINSON: Beyond Full Employment, op. cit., p. 16%. The pro 
gramme of the Communist Party gives no hint of any concession of this kind. 

J. Eaton (op. cit., pp. 91, 136 and passim), V.S. Vouopin (op. cit.) and RH SCHWANK 
(op, cit.) also state that full employment in capitalist countries is impossible. 

Similarly, in the review Nauchnye Doklady Vyshchei Skoly (Economic Science 
Series, 1962, No. 4, pp. 54 ff.), we find, in an article by V. MoryLEy, lecturer at the 
Moscow Agronomic Institute, a statement that capitalism cannot perpetuate itself 
without crises. This article is entitled “Contemporary Capitalism as seen in the 
distorting mirror of the reformist theory of John Strachey; a rightwing socialist 
becomes an ally of Keynes” and puts forward exactly the same arguments against 
Keynesianism as La nouvelle critique did in 1949. 

However, there is at any rate one branch of Marxism compatible with full em- 
ployment, namely “Luxemburgism”. Rosa Luxemburg’s study Die Akkumulation des 
Kapitals, published in 1913, logically demonstrates that full employment can be 
achieved by State investment. In Rosa Luxemburg’s view the capitalist system can 
only expand and accumulate wealth if it finds markets outside its own sphere; these 
markets may be found either among the non-capitalist peasant masses or in the pre- 
capitalist economies of the backward countries; an alternative source of markets is 
the State itself where it obtains its resources outside the capitalist system in the 
strict sense of the word. See Rosa LUXEMBURG! The Accumulation of Capital (English 
translation by A.F. SCHWARZSCRILD), with an introduction by Joan ROBINSON (London, 
1951), p. 465. The official Russian view of Rosa Luxemburg’s writings is that she “gave 
an erroneous description of capitalist self-perpetuation and imperialism”, See under 
reference “Rosa Luxemburg” in Kratkiy Ekonomicheskiy Slovar, op. cit., p. 159. 


67 La nouvelle critique, February 1949, p. 126. 
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{ax., 68 What capitalists are willing to accept is irrelevant; what 
matters is what the State, under the pressure of complex capitalist, 
non-capitalist and anti-capitalist forces, will compel them to accept. 
One often hears communists putting forward arguments of the following 
kind: “The resumption of the armaments race, first in Germany and 
later in the United States, is the only way of reabsorbing unemploy- 
ment.” 6 If an armaments policy has an effect of this kind, then one 
can no longer say that full employment is impossible. And what is 
to prevent the State from obtaining the same end by expenditure of a 
different kind — namely social investments? 


We now come to the last major communist objection to Keynesianism, 
namely that Keynes would not in any way reduce the domination of 
the capitalist class by broadening the influence of the public sector, 
because the State is merely a reflection of the will of that class (or 
part of that class; the terms “capitalism”, “financial capital” and 
“monopoly capital” are used as if they were synonymous). 


This is in essence a restatement of a thesis originally advanced by 
Marx and amplified by Jules Guesde and Lenin. When Marx originally 
advanced this hypothesis he was, admittedly, making an over-hasty 
generalisation. But this generalisation was based on the actual situation 
in his time; a State which forbade occupational associations and 
strikes and permitted child labour could deservedly be called a lackey 
of capitalism. Today, however, this hypothesis clearly does not cor- 
respond to the facts. When Varga, in his condemned book, wrote that 
the State, “in its desire to make the most rational use possible of all 
the resources of the country in the prosecution of the war, continually 
clashed with private interests of different capitalist undertakings which 
wished to earn the maximum profit”, he was recording a fact. But in 
this case the facts are misleading. 7 


68 The percentages of their incomes paid by the different classes of taxpayers in 
1944 were as follows: 


Total income Proportion of 


Range of Number of Total income after income income before tax 
income before incomes before tax tax and sur retained after de- 
tax (thousands) (£ million) tax duction of taxes 
(£ million) (per cent.) 
under £250 not calculated 3,569 3,479 97.5 
£250-500 5,200,000 1,830 1,590 86.9 
£500-1,000 1,400,000 995 730 73.4 
£1,000-2,000 520,000 729 454 62.3 
£2,000-10,000 117,000 415 195 47.0 
above £10,000 8,000 155 30 19.4 


(Source: National Income and Expenditure of the United Kingdom, 1938-1945. Cmd. 
6784) 


69 This was written by Duret, the economic adviser of the communist Confédé- 
ration générale du Travail in France. The editors of La nouvelle critique noticed the 
contradiction I have just pointed out and condemned Duret’s thesis (March, 1949, p. 126). 

70 La nouvelle critique, July-August 1949, p. 102. Lenin’s views on the State are 


reproduced in Programme of the Communist Party of the Soviet Union, op. cit., pp. 2, 
22 and 51, 
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Evidence of the difficulty of closing one’s eyes to the facts. all. the 
time can be found in the refutation of the Keynesian philosophy by 
W. Foster, the Chairman of the Communist Party of the USA. In the 
middle of this refutation, Foster was incautious enough to state that 
Roosevelt had encouraged the organisation of a powerful. trade union 
movement and in so doing earned the undying hate of the big 
capitalists.’ Foster had thus fallen into exactly the same error as 
Varga. How could Roosevelt, as the head of a State which was 
merely the reflection of the will of the capitalist class, have done 
anything displeasing to his masters? 


Those responsible for framing communist ideologies continue deter- 
minedly to close their eyes to the facts. As long as the Communist 
Party continues to uphold Lenin’s views on the nature of the State, it 
will be unable to understand recent developments in non-communist 
countries. 


3. The Attitude of the Socialists. 


The publication of the. General Theory was welcomed with 
enthusiasm by a large number of socialist theorists. G.D.H. Cole 
considered that it was the most important piece of economic writing 
since Marx’s Das Kapital. During recent years a number of socialist 
parties have adopted resolutions in support of proposals expounded 
in their original forms by Keynes. As I mentioned earlier, André 
Philip wrote in 1952, albeit with some misgiving, that Keynes had 
supplanted Marx as the guide of socialist thought. 7? 


Obviously, this remark is not be taken literally. Although Keynes 
was an extremely left-wing neo-liberal with beliefs approximating to 
those of socialism, he never actually stepped into the socialist camp. 
A socialist who was prepared to accept the social philosophy of Keynes 
as it stands would in so doing abandon his allegiance to socialism. 


The fact that capital is the source of economic power never dis- 
turbed Keynes. Apart from the suggestion that the choice between 
catering for the present and catering for the future should be taken 
in agreement with the people as a whole (which we referred to in 


71 Ibid., March, p. 120. 


72 See G.D.H. Cork’s outline of the General Theory in the New Statesman, 
15 February 1936; see also A.L. Rowse: Mr. Keynes and the Labour Movement (London, 
1936); A. Parier: “Crise doctrinale du socialisme en Europe” (Education et socialisme, 
Brussels, July-August 1952, p. 110). The communist authors I have mentioned earlier 
have violently attacked the “right-wing socialists” for adopting the Keynesian ideology. 

I have not made any specific mention here of the authors who claim to express 
the social doctrine of the Roman Catholic church because, as is well known, they 
disagree on economic matters; their views range from the most moderate forms of 
neo-liberalism to practically pure socialism. Several of them have accepted all or 
part of Keynes's teachings. For instance, Henry BARTOLI, writing on the subject of 
La Sicurezza soziale (Capelli, 1953) by CG PETRILLI, who specifically claims to be a 
supporter of Christian social doctrines, wrote: “The section on employment policies 
was to a great extent inspired by Keynes and his followers” (“Chronique de la pensée 
économique en Italie” in Revue économique, November 1954, p. 968). 
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discussing A Treatise on Money), Keynes never expressed any desire 
for economic democracy. In this connection his lack of interest in the 
position of the co-operative movement throughout the world is char- 
acteristic. No socialist could be satisfied with a situation in which 
undertakings with large amounts of invested capital would be “semi- 
socialised” merely because in such a situation they would take public 
opinion into account and work to secure stability rather than the 
maximum short-term profit. Nor could a socialist consider as definitive 
a system in which most of the decisions would be taken by capitalist 
undertakings, even within the framework of a general State plan. 
Lastly, no socialist could rely entirely on the maintenance of full 
employment to abolish unearned incomes, unearned interest and 
unearned profit and relinquish all desire to introduce structural reforms 
to hasten the achievement of this end, for he cannot accept the belief 
that (apart from questions of the total volume of production) the market 
machinery secures the best possible use of the factors available. 74 


Some socialists are in fact open opponents of Keynesism. Professor 
Mossé, for example, wrote a violently anti-Keynesian article for La 
revue socialiste. But this article is based on an extremely personal 
interpretation of both the socialist and the Keynesian doctrines. 


Mossé seems quite content with a stagnant kind of socialism; he 
writes: “Once production has risen to a sufficiently high level the 
primary task is the distribution of wealth and leisure.” In other 
words, in his brand of socialism full employment is considered as a 
“ridiculous” aim. 74 


Mossé goes on to offer the following interpretation of the General 
Theory: “Whatever one may say, he (Keynes) has remained faithful to 
the law of markets .... (a study of the distribution of incomes) would 
show that there are certain persons with high incomes who, owing to 
social inequalities, are unable to spend their entire incomes. Keynes 
does not explore this field at all... In Keynes’s view the construction of 
pyramids would be just as profitable to society as the manufacture of 
mining equipement .... He entirely ignores the problems of distribution 
of incomes.” 75 

In these circumstances, how is it that a number of socialists have 
accepted Keynes’s teachings? 

The General Theory gives short shrift to the beliefs on which liberal 
social philosophy had been based for a cenutry — the law of markets 





73 Paul M. Swerzy wrote: “A socialist can only blink his eyes in astonishment 
when he reads that there is ‘no reason to suppose that the existing system seriously 
mis-employs the factors of production which are in use....’”” Gn The New Economics, 
pp. 107-108; the quotation is from page 379 of Keynes’s General Theory), Joan Robinson 
makes the same observation in Beyond Full Employment, op. cit., p. 165. 

74 Robert Mossé: Le keynésisme devant le socialisme, offprint from Za revue 
socialiste, 1949 and 1950, pp. 22 and 27. 

75 Ibid., pp. 10, 13, 16 and 28 A discussion between Mossé and the author of 
this article on the relationship between Keynesism and socialism was published in 
Education et socialisme, 1953, pp. 87-88, 106-107 and 152-154. 
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and the invariably desirable results obtained by giving free rein to 
the profit motive. In the circumstances it is understandable that the 
book could be interpreted by socialists as the triumph of some of their 
own ideas. On the positive side of the balance’ sheet they found the 
thesis that a depression can be checked, not by decreasing wages, but 
by increasing demand and that a more equitable distribution of incomes 
would have a stabilising effect on the economy; the objective of full 
employment aroused echoes of their own long and unremitting struggles 
to secure recognition of the right to work; and his strictures on interest 
and unearned income reminded them of Saint-Simon’s outbursts against 
“incomes obtained without labour”.76 They could quite legitimately 
think that, although the General Theory was not socialist in character, 
it nevertheless represented considerable progress towards socialism. 
Keynes’s book offered neo-liberals and socialists a possibility of 
reaching an understanding — even if it were only a temporary one — 
‘within which they could frame a new economic policy. 


In conclusion, it should be mentioned that Keynes won the sympathy 
of the socialist movement early in his career by his criticism of the 
Treaty of Versailles and by his defence of the miners during the 1926 
strike, 77 


Vill. Keynes was Not the Founder of a New Faith 


Keynes won over thousands of people to specific aspects of his 
theories or his social philosophy; but only very few people conceive 
the New Jerusalem in exactly the same way as he does. He has many 
disciples but no followers. 


This cannot be attributed to his consistent and all-pervading 
rationalist outlook; Ricardo, Bastiat and Marx all appealed solely 
io the reason of their readers but nevertheless had faithful followers. 


76 Dudley D. DicLanp laid particular stress on this aspect of the Keynesian social 
philosophy in his doctor’s thesis entitled Prowdhon, Gesell and Keynes. An Investigation 
of Some “Anti-Marzian Socialist” Antecedents of Keynes’s General Theory of Employ- 
ment, Interest and Money (University of California, August 1940) but attributed this 
idea to Proudhon rather than to Saint-Simon. The author of this article wishes ta 
thank Mr. S. Fernandes of Rio de Janeiro for his kindness in sending him an outline 
of this thesis. Shortly after publishing his thesis, Dillard published two articles on 
this subject: “Keynes and Proudhon” in The Journal of Economic History, May 1942, 
Vol. IX, pp. 63-76, and ‘Gesell's Monetary Theory of Social Reform” in The American 
Economic Review, June 1942, pp. 348-352. Both these articles are quoted in Dillard’s 
book The Economics of John Maynard Keynes (New York, 1948), pp. 333 and 334. It 
is well known that Gesell considered his work to be inspired by Proudhon: see in 
particular L'ordre économique naturel, op. cit., p. 7. 


77 In Chapter VII, which is devoted to an analysis of The Economic Consequences 
of the Peace, we shall see the close similarity between Keynes’s views and those of 
the socialist parties in Germany, Belgium, France and Italy on the Treaty of Versailles. 
Keynes’s defence of the resistance of the working class to the deflationary process is 
described in Chapter 8 in the course of the analysis of The Economic Consequences of 
Mr. Churchill. 
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If a social philosophy is to inspire faith it must be expressible in 
a few simple, coherent affirmations. Keynes’s social philosophy is too 
complex and attempts to reconcile too heterogeneous a set of elements. 


He demonstrates the instability and precariousness of so many 
different kinds of equilibrium and.then proposes a new equilibrium 
which many people consider equally unstable and precarious. He 
suggests that, if private ownership and private enterprise are to 
continue to reign in a broad sphere, the scope of collective action 
must be greatly extended and the individual entrepreneur must be 
content with a relatively modest remuneration.... 


Nothing could be more illustrative of the difficulty of creating an 
entirely Keynesian faith than consideration of the careers of Roy Harrod 
and Joan Robinson, Keynes’s two favourite pupils, who are mentioned 
in the preface to the General Theory. Harrod was impressed above all 
by the liberal content of the books, bitterly criticized the Labour 
experiment during the years immediately following the Second World 
War and moved towards a Conservative point of view, while Joan 
Robinson took the step which Keynes himself had consistently refused 
to take and became a socialist. ` 


Thus Keynes stands in a peculiar position among those thinkers 
who have influenced the course of history. He did not proclaim his 
own social philosophy as an immutable creed and rally a new army 
in its support; instead he delicately influenced existing social philo- 
sophies and persuaded the leaders of already existing groups to take 
up his goals as their own. 


ECONOMIC PLANNING IN BRITAIN AND THE TRADE 
UNION MOVEMENT 


by 
L. MURRAY, 
Secretary, Research and Economic Department of the TUC* 


It was not until, in recent years, the British public began to realise 
that other countries — particularly other West European countries — 
were overtaking and indeed threatening to surpass Britain’s living 
standards that the demand for measures to promote economic growth 
became general. It was natural that attention ,should have turned to 
the post-war period when, under a Labour Government, Britain’s 
economy was expanding comparatively rapidly. In fact the cir- 
cumstances of that period of reconstruction were so special that only 
limited lessons can be drawn from it, but it is worth recalling briefly, 
if only for purposes of comparison, the methods which at that time the 
Government was using to influence economic developments. 


Post-war Developments. 


Government control of economic developments in the years just 
after the war was facilitated by the facts that there were obvious 
problems resulting from the war itself which had to be solved, that 
there was an existing apparatus of war-time controls and — perhaps 
most important-—that there was a widespread, if imprecise, demand 
for social change. During the war however the Government had been 
able to direct labour and it purchased a large part of the nation’s 
production, which gave it a control over the course of production which 
it did not have in the post-war years. 


Employment policies in the post-war years were conditioned by 
experience after the first world war, and emphasis tended to be placed 
on avoiding unemployment. General unemployment was attacked by 
maintaining the demand for consumer and for capital goods. Localised 
unemployment was tackled by the diversification of industry, particularly 


* A summarised version of a paper submitted to a seminar of the Organisation 
for Economic Co-operation and Development on economic and social programming as 
a contribution to economic growth. 
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by persuading industry to establish itself in development areas. Closely 
linked with the full employment objective was that of securing 
maximum output. The control of investment was fundamental to this 
group of policies, and in some cases Jiigher output was sought by 
stimulating industrial co-operation, in cthers by seeking to enforce 
competition. 


So long as consumer goods were in short supply the need to secure 
fair shares was obvious and rationing, price controls and subsidies 
had the powerful sanction of public approval. With the disappearance 
of shortages the need became less obvious. 


The balance of payments was the factor in the economic situation 
which was least amenable to planning. Many of the Labour Govern- 
ment’s internal measures were directed’ to making goods available for 
export or to saving imports, particularly dollar imports. 


Whether the activities of the Labour Government amounted to 
economic planning is debatable. The first Annual Economic Survey, 
published in 1947, discussed the need for and the nature of British 
economic planning. It emphasised the essential difference between 
totalitarian planning, which subordinates individual preferences to the 
demands of the State, and democratic planning which aims at pre- 
serving the maximum possible freedom of choice to the consumer. It 
also reached the conclusion that, because of major uncertainties, 
particularly in the international field, it was not:possible to prepare an 
overall plan which would be sufficiently precise to serve as a useful 
guide to industry. No serious attempt was made in this period to 
establish an institutional framework for formulating an agreed pro- 
gramme of economic development. A small Economic Planning Staff 
was set up in the Treasury in 1947, together with an advisory Economic 
Planning Board including representatives from industry and the trade 
unions as well as senior Civil Servants. This Board, whose proceedings 
were secret, never appeared to make any serious impact on govern- 
ment policy. 

The period following the fall of the Labour Government in 1951 
was characterised by experiments by Conservative Governments in 
letting the economy run free. There was a slackening in determination 
to direct the economy towards the general objectives of a high level of 
employment, a more satisfactory balance of payments, and a high 
level of investment. It became increasingly clear that the Government 
was not willing to intervene to reconcile the competing claims on 
Britain’s economic resources, and to resolve the difficulties involved 
in running the economy at a high level of activity. Price stability was 
put before full employment in a context of decontrol which made 
deflationary policies inevitable from time to time. 


Changes in the British Economy. 


But throughout these years Britain’s economy was undergoing 
substantial and remarkable changes. 
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New materials and methods were making an impact on a wide 
range of industries and services, and there was a continued decline 
in some of the traditional industries and a shift to capital-intensive 
industries. Significant shifts took place in the distribution of the 
labour force: between 1956 and 1961 alone 100,000 workers on balance 
left agriculture and 125,000 left coalmining, while substantial gains 
were registered in the electronics, motor vehicles and construction 
industries, and (of nearly a quarter of a million) in distribution. There 
were marked changes in the regional distribution of the labour force. 
There was a sharp increase in the proportion of our national resources 
used for investment and a fall in the proportion exported. 


The development of new materials, processes and methods and 
the growth in the size of markets contributed to the growth in the size 
of business units, not only in industry but in such services as retail 
distribution and transport. Other factors exerting an influence in the 
direction of concentration have been the growing importance of tech- 
nical know-how, the extension of public ownership in the form of 
nationalisation, and the regrouping under private ownership of such 
exposed industries as cotton textiles and aircraft production. 


Externally this period saw a massive shift to trade in manufactured 
goods, the breakdown of the old colonial basis of exchanging manu- 
factures for raw materials, and the persistent inadequacy of world 
reserves. It saw too a widening of the gap between living standards 
in the industrialised countries and in the primary producing countries. 
It has become clear that this must involve for Britain not only the 
grant of substantial assistance, but also willingness to pay higher 
prices for the raw materials and foodstuffs produced by underdeveloped 
countries, to open our markets much wider to their manufactured pro- 
ducts, and to use effectively the scarce resources — including man- 
power resources — that we possess. 


The Need for Planning. 


To use our resources economically we must allocate them efficiently. 
Planning will not eliminate mistakes, but it can reduce the likelihood 
of errors and it can provide a set of common purposes to which 
individual industries can gear themselves. The development of large- 
scale organisations both facilitates planning and increases the need 
to secure that planning is based on the right social priorities. No 
business can survive unless it looks ahead before making its decisions, 
but many of the decisions being made by business are too big and 
too important to be left to unco-ordinated action by individuals or 
firms. 


The British trade union movement has long advocated social and 
economic planning. We belong to trade unions because we believe 
that people achieve better results by combining to do things than by 
trying to do them independently: we rely on collective action, rather 
than on competition, as a guiding principle of action. We are convinced 
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that planning will promote expansion, and help workpeople to obtain 
full and satisfying employment and real improvements in wages and 
working conditions. We believe that economic planning on a con- 
sultative basis will help us to secure a greater share in decisions 
about the industries in which our members work and more influence 
over national economic and social policies. 


In an industrially complex and democratic society like Britain’s it 
is impossible for the Government to plan the whole economy in detail. 
While the Government must be prepared to intervene where necessary 
to secure the implementation of an overall economic plan, it can only 
plan in consultation with the people who are going to be affected by 
it-— notably the two sides of industry. The success of planning will 
depend on the extent to which groups of interests in our society — 
including trade unions-— are prepared to make their attitudes and 
actions conform to the needs of the community as a whole, as expressed 
in an agreed programme of action. 


The National Economic Development Council. 


It was the growing realisation that its policies had failed to secure 
the ends that they were designed to achieve that led the Conservative 
Government to think in terms of planning. The Government launched 
its proposal for establishing a national planning council in the 
middie of 1961 against the background of balance of payments 
difficulties. As part of its immediate measures for meeting those 
difficulties the Government announced that a pay-pause would be 
applied in the public sector, and urged private employers and trade 
unionists to limit increases in incomes, These were inauspicious cir- 
cumstances in which to put forward a proposal for creating a planning 
institution, and the TUC pointed out to the Government that its policies 
made it difficult for the trade union movement to co-operate, however 
much the TUC favoured such a development. Eventually, however, 
they agreed to take part. 


In accepting the Government’s invitation to join the NEDC the TUC 
laid down four conditions. They insisted that no subject should be 
excluded from the NEDC’s scope; that, while wages and other incomes 
should be open to discussion, joining the NEDC did not mean that 
they accepted the pay-pause or the Government’s views on wages 
restraint; that they reserved the right to criticise publicly government 
policies that they thought were misguided; and that the trade union 
members should in the fullest sense be representative of the trade 
union movement. 


The NEDC consists of 20 persons — the Chancellor of the Exchequer 
(who is Chairman), the Minister of Labour, the President of the Board 
of Trade, six employer members, six trade union representatives, the 
Chairman of two nationalised industries (coal and railways), two 
independents and the Director-General of the NED Office. Supporting 
the Council is an Office under the control of a Director-General res- 
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ponsible to the Council as a whole—not to the Government, even 
though the Council’s work is financed by the Government. The staff 
consists of an Economic Section whose job is primarily forecasting and 
dealing with such problems as the balance of payments, taxation, 
regional development and manpower problems, and a smaller Industrial 
section which deals with industries. __ 


When the NEDC was established the objectives it was set were to 
examine the economic performance of the nation with particular concern 
for plans for the future in the private and public sectors of the economy; 
to consider the obstacles to quicker growth and what can be done to 
improve efficiency, and whether the best use is being made of Britain’s 
resources; and to seek agreement on ways of improving Britain’s 
economic performance, competitive power and efficiency. 


The Council decided to start by studying what would happen if 
Britain expanded at an average annual rate of 4 per cent. in 1961-66 
(compared with about 2% per cent. in recent years). To this end the 
staff discussed with a cross-section of industries in the private and 
public sectors the impact of the rate on them, and examined the general 
implications of the faster growth for the main components of the 
national economy, for example for manpower, investment and the 
balance of payments. This inquiry covered nearly half of industrial 
production and about two-fifths of employees. The industries were 
asked for forecasts of output, exports, imports, employment and 
industrial capacity in 1966 and of investment in each year from 1961 
to 1966. 


The first Report, on the Growth of the United Kingdom Economy 
to 1966, was published in February 1963. It examined the implications 
of the faster rate of growth for the capacity and output of the various 
industries covered, and set out a balance-sheet of the economy as it 
might be in 1966. Its most important conclusions were that the 
achievement of a 4 per cent. per annum rate of growth should not 
prove impossible, although it would raise problems. The total man- 
power available, provided it was reasonably fully used, should be 
_broadly sufficient, though there might be shortages of certain skills. 
Adequate industrial capacity should be available, and total investment 
needs should not be excessive. Consumers’ expenditure should expand 
considerably faster than in the past, but exports also would have to 
grow faster. | 


The Report pointed out that changes in policies and attitudes would 
be essential if the economic objectives were to be secured. Such 
changes were the subject of the second Report, on Conditions Favour- 
able to Faster Growth, published in April 1963. This discussed changes 
which might be needed in policies relating to education (with particular 
reference to training), labour mobility and redundancy, the problems 
of regional development, the balance of payments, taxation, the level 
of demand and prices and incomes. One of the main features of the 
Report was the emphasis it laid on the desirability and advantages 
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of running the economy at a high level of demand. It stressed the 
desirability on social grounds of providing a job for everyone who 
wants one, and the substantial contribution to national growth that 
could be made by providing more jobs in the less prosperous regions. 
It particularly emphasised, in connection with labour mobility, the 
importance of providing adequate housing, increased transfer and 
resettlement allowances, better training facilities for displaced workers 
and better financial arrangements for redundant workers, 


It was significant that the Chancellor based much of his 1963 
Budget on the policies advocated in the NEDC’s second Report. The 
NEDC’s work has also had an apparent impact on the Ministry of 
Labour, both in leading it to compile certain types of manpower 
statistics which it had argued were either unnecessary or impossible to 
collect and in influencing decisions to extend government facilities for 
industrial training and to investigate the problems associated with 
redundancy. Judged even from these limited standpoints, the existence 
and activities of the NEDC have already been of considerabie value 
to the trade union movement. 


The Future of Planning. 


What lies ahead for NEDC? It is impossible to be dogmatic on 
this point, but certain issues are becoming clear. More staff will be 
needed. Industries will have to give attention to their own statistics 
and to forecasting techniques. Further enquiries, covering a wider 
range of industries, will be needed as the basis for a plan covering a 
period beyond 1966. Descriptive forecasts will have to be translated 
into overall targets of performance. Targets will have to be established 
for major industries and industrial sectors. Joint planning machinery, 
including employers’ and trade union representatives, whose job will 
include ensuring that those targets are fulfilled, will have to be 
created within each industry. Such machinery will be essential if 
there is to be a free flow of information between the NEDC and 
industry about the progress of the plan, and if the authorities are to 
be able to take corrective action quickly where the need for it appears 
and the industries themselves are unable or unwilling to take the 
requisite action. At a later stage it may be necessary to establish 
machinery on a regional basis. The Government will have to develop 
and co-ordinate the planning functions of its own departmental 
machinery. 


Trade unions too will have to develop both their technical equip- 
ment and their methods of communication if they are to participate 
fully in joint planning activities. If machinery is established at the 
level of particular industries it will draw more and more trade 
unionists into the planning process. If they are to make a significant 
impact on the planning of the economy and of their industries, and 
if they are to enter into commitments leading to action, they must be 
closely in touch with the discussions and able to intervene to express 
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the trade union point of view. Trade unions will also have to ensure 
that they have adequate means of channelling information down to and 
up from their members if working people are to feel that ZS are 
involved in the planning process. 


These developments will certainly pose problems to the trade union 
movement — problems in the fields of recruitment, of job security, 
training, bargaining, and structure itself. There is indeed no aspect 
of trade union purpose and function which may not need reappraisal 
in the context of planning and economic expansion. Trade unions 
cannot be the only unchanging thing in a changing world. 


CONTROL OF BORROWINGS IN THE NATIONALISED 
FUEL INDUSTRIES OF GREAT BRITAIN 


by I. HICKS, 


Subdean of the Faculty of Economics and Social Studies 
of the University of Sheffield 


A. General, 


The public corporation was selected as the medium for public 
ownership of the three fuel industries because it was considered that 
this form of organisation was best suited to achieve the benefits of 
public ownership without sacrificing the flexibility and initiative of 
private enterprise. 


The public sector of the economy, of which the fuel industries form 
part, offers a means by which the government can exercise an influence 
over the economy. The power to influence the investment policies of 
these industries through control of the investment resources necessary 
to finance them and the power to exercise control over the implementa- 
tion of these plans, are of considerable importance. 


Until recently these industries were, in effect, made to depend 
upon Parliament, in one way or another, for the greater part of their 
investment resources since the pursuit of policies which aimed to 
cover costs rather than to earn substantial surpluses, while basing 
depreciation policies on historic cost; of limiting the purposes for 
which reserve funds may be established; and of controlling the manner 
in which surpluses, if any, may be disposed of, of necessity limited 
the amount of self financing that could be carried out. 


The dependence upon Parliament for the great bulk of the funds 
for investment was rendered an effective instrument of control by 
establishing upper limits to the borrowings that may be raised by each 
of these industries, whether long term by the issue of stock with 
Treasury guarantee or by the taking up of Exchequer Advances, or 
short term, by the utilisation of bank advances.1 By this procedure it 
was ensured that each of the industries would be forced to submit their 
affairs for parliamentary review as and when the upper limits of 
borrowings were reached and additional borrowings became necessary. 


1 The Finance Act 1956 required the nationalised industries to meet their capital 
requirements for the following two years from Exchequer Advances, Subsequent Finance 
Acts have extended this requirement to the end of August 1963. 
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At this point the important issue becomes the frequency with which 
such a review proves necessary. That the affairs of these industries 
do not come up for review sufficiently frequently for many people is 
evidenced by the debates on the Electricity (Borrowing Powers) Bill, 
1959, when it was argued that “the Bill hypothecated capital for 
investment for six or seven years without giving Parliament a chance 
to consider the investment programme of the electricity boards”.? The 
argument appeared to revolve round the extent by which the maximum 
borrowing figure for the electricity industry was being raised. The 
increase being asked for was from a maximum of £1,400 million under 
the Gas and Electricity (Borrowing Powers) Act of 1954 to £2,300 
million to cover the period to the end of March 1965. The wishes 
of these critics seem to have been met by the evolving of a 
formula by which the maximum would be reached in two stages, the 
first stage being one which could be reached without any undue extra 
interference by the Minister but beyond that and to the ultimate limit 
granted under the relevant Act funds could be provided only as the 
Minister might, by order, specify. Thus the Act reads that “as respects 
sums borrowed before the end of March nineteen hundred and sixty 
five... for the words ‘fourteen hundred million pounds’ there shall be 
submitted the words eighteen hundred million pounds or such greater 
sum not exceeding two thousand three hundred million pounds as the 
Minister may by order specify”.? It was considered that without this 
sort of reservation the electricity industry would be able to proceed 
for too long a period, before having to submit to Parliament for 
review, the investment programme of the electricity boards. At this 
stage The Times correspondent explained that “although there has not 
yet been a ministerial explanation of the new amendments, some 
Conservative back benchers take the view that the new limit for bor- 
rowing without seeking parliamentary approval is intended to meet 
the estimated needs of the electricity authorities over a period of four 
instead of six or seven years”.2 The same principles have been 
extended to the revised maximum borrowing powers of the National 
Coal Board, under the Coal Industry Act of 1960, and to those of the 
gas industry, under the Gas Act of the same year. “Revised Plan for 
Coal” had stated “that actual borrowings to the end of 1959 are 
expected to total £590 million — £60 million less than the limit of £650 
million (set by the Coal Industry Act of 1956). As the Board may 
need to borrow £160 million in the period to 1965 they have asked the 
Minister of Power to seek the approval of Parliament to an increase of 
£100 million in the borrowing powers”.4 The Coal Industry Act of 
1960, in effect, granted this request but with the reservation that 
borrowings in excess of £700 million up to the required £750 million 
will be as specified by the Minister.5 Similarly by the Gas Act of 1960 


The Times, 14 February 1959. 

Electricity (Borrowing Powers) Act, 1960, S.1. 

“Revised Plan for Coal’? (National Coal Board), October 1959, p. 17. 
Coal Industry Act, 1960. S.1.(1). 
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it was established that for the period to the end of March 1960 “a 
maximum of £500 million or such greater sum not exceeding £525 
million as the Minister may by order specify” shall apply.” By these 
means Parliament has sought not only to exert closer control over the 
amount of the borrowings of each of these industries, but also, to 
achieve an earlier accountability by the borrowing corporations. The 
appended table shows the position at the present time. 


B. The While Paper of April 1961. 


The publication of the White Paper on the Financial and Economic 
Obligations of the Nationalised Industries 8 introduced a new element 
which is relevant to any discussion on the control over local borrowings. 
It has already been mentioned that the error in interpreting the objective 
of these industries as being to break even instead of to break at least 
even coupled with the pursuit of policies of depreciation based on 
historic cost militated against any significant degree of self financing 
of new investment by these industries so that they were virtually 
dependent upon the State for the capital resources they needed. The 
heavy demands for capital funds made by these industries and the 
apparently low rate of return for this expenditure as exhibited by the 
accounts and reports each year raised the old question of how far these 
industries ought to be asked to contribute toward their capital require- 
ments. The White Paper in 1961 sought to answer this by saying 
“there are powerful grounds in the national interest for requiring these 
undertakings to make a substantial contribution toward the cost of 
their capital development out of their earnings, and so reduce their 
claims upon the nation’s savings and the burden on the Exchequer: 
this is particularly so for those undertakings which are expanding fast 
and which have relatively large capital needs”.® This was significant 
in that although it represented a definite change in the policy of more 
or less complete dependence upon the State for resources, in fact it 
only reiterated what had already been the legal position, that is “it 
shall be the duty of the Generating Board and each of the Area Boards 
so to perform their functions as to secure that the revenues of the 
Board are not less- than sufficient to meet outgoings properly chargeable 
to revenue account taking one year with another” 10 or as in the case 
of the National Coal Board “on an average of good and bad years”. 14 
Moreover, it confirmed the definition of “outgoings properly chargeable 
to revenue account” as being inclusive of “proper allocations, in the 
case of the Generating Board to the Generating Reserve Fund, and in 
the case of an Area Board, to the Area Reserve Fund maintained by 
the Board, (and) proper provision for the redemption of assets or for 


7 Gas Act, 1960, S.1.(1). 

8 Cmd. 1337, April 1961. 

9 Ibid., p. 8. 

10 Electricity Act, 1957, Section 13. Similarly Gas Act, 1948, S.41.(1). 
11 Coal Industry Nationalisation Act, 1946, S.1.(4) (c). 
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the renewal of assets”.12 These matters it has been maintained have 
been wrongly interpreted from the outset. Finally precision has at last 
given to the terms “taking one year with another” and “on-an average 
of good and bad years”. A study of the criteria set down in the White 
Paper demonstrates the truth of these assertions. Thus, “the Govern- 
ment consider that the financial objectives of the nationalised under- 
takings under their Statutes should now in general be interpreted on 
the following lines, 


“(a) Surpluses on Revenue Account should be at least sufficient to 
cover deficits on Revenue Account over a five-year period, in 
arriving at the surpluses and deficits for each year there should 
be charged against revenue the items normally so chargeable 
(including interest and depreciation on the historic cost basis). 


“(b) Provision should also be made from revenue for 


“(i) such. an amount as may by necessary to cover the excess 
of depreciation calculated on replacement cost basis over depre- 
ciation calculated on historic cost basis as in (a) above. 


“(ii) adequate allocations to general reserves which will be 
available, inter alia, as a contribution towards their capital deve- 
lopment and as a safeguard against premature obsolescence and 
similar contingencies.” 


In practical terms the new proposals mean the following to the 
relevant boards. The National Coal Board is asked, as from 1963 to 
break even but to do so after including £10 million per annum to help 
to meet the difference between depreciation calculated on the basis of 
historic cost and depreciation calculated on the basis of estimated 
replacement cost. In the case of the gas and- electricity industries “net 
surpluses have been agreed with the Electricity Boards in England and 
Wales and with each of the Area Boards as objectives for the period 
1962-63 to 1966-67 (which take full account of the criteria laid down 
in paragraph 19(b) of Command Paper 1337.15 The net surpluses have 
been interpreted to mean that in the case. of the electricity industry 
“the industry as a whole is expected to earn a gross return (surplus, 
interest and depreciation and other capital provisions) averaging about 
122% on its net. assets over the five years commencing 1 April 
1962”. The gas industry on the other hand is expected to earn an 
average gross return of about 104% on net assets and an aggregate 
surplus over the five years of £54 million. 15 As compared with the 
total net surplus earned in the period 1956-57 to 1960-61 (ie. £98 m.) 
the total net surplus to be earned by the electricity industry in the 
period 1962-63 to 1966-67 (i.e. £336 m.) represents approximately three- 


12 Electricity Act, 1957, S.13. 

13 H.C. Debates, Vol. 656-657: written answers 2 April 1962, Col, 6. 

14 292, Electricity Council Annual Report and Accounts 1961-62, para. 182, p. 41. 

15 Gas: Report of the Minister of Power for the year ended 31 March 1962 
para. 16, p. 6. 
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and-a-half' times as much while in the case of the gas industry it 
represents nearly ten times as much as the final net surplus earned in 
the period 1956-57 to 1960-61. The different treatment accorded to 
the different industries is in line with the intention of Parliament to 
establich “objectives for each undertaking ... determined in the light of 
its own circumstances, needs and capabilities in relation to the 
criteria” 16 laid down, and in effect acknowledges that the industries 
have varying prospects of success. 


In so far as these surpluses are achieved by the respective industries 
the demand for loans from the Consolidated Fund of the United 
Kingdom should be reduced or alternatively these industries should 
be able to carry out or finance further programmes of development 
without creating any additional demands upon the Consolidated Fund. 


It is rather difficult to say whether the principle of replacement cost 
accounting for fixed assets has been admitted in these industries since 
in the first place there appears to have been little if any attempt to 
measure the contribution or part of the contribution on his basis. 
Indeed the Minister of Power said that in agreeing the net surpluses 
attention was paid to the matter but that no attempt had been made 
to specify how much of the contribution is in respect of the replacement 
of fixed assets. The figure of £10 million per annum imposed on the 
National Board is nothing more than an ad hoc addition to costs as a 
contribution toward the gap between historic and replacement cost 
accounting. Further the peculiar circumstances within which these 
corporations operate in matters like investment decisions, price policy 
and the disposal of surplus (if any) which, in the private sector are 
matters of domestic concern, are far from being so in the public sector. 


C. Control over the Application of Funds. 


Control should not end with the provision of the financial resources 
but should continue in order to ensure that the resources so provided 
are properly utilised. In this connection the powers of the Minister 
are significant. Thus he may 


“after consultation with the Board give to the Board directions of a 
general character as to the exercise and performance by the Board 
of their functions in relation to matters appearing to the Minister 
to affect the national interest, and the Board shall give effect to 
such directions”. 17 


and 


“In framing programmes of reorganisation or development involving 
substantial outlay on capital account the Board shall act on lines 
settled from time to time with the approval of the Minister.” 18 


16 Cmd. 1337, para. 23, p. 8. 

17 Coal Industry Nationalisation Act, 1946, S.3.(0: Electricity Act, 1947, S.5.0), 
repeated in Electricity Act, 1957, S.8.(1), Gas Act 1948, S.7.(1). 

18 Coal Industry Nationalisation Act, 1946, S.3.(2): Electricity Act, 1947, S.9.(2), 
repeated in Electricity Act, 1957, 8.5.20 and 22; Gas Act, 1948, S.47. 
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and 


“the Minister may give (with Treasury approval) directions (a) in 
any matter relating to the establishment or management of the 
reserve fund; and (b) as to the application of any surplus revenue, 
notwithstanding in either case the directions may be of a specific 
character”. 


The same type of provisions are written into the statutes relating 
to the gas and electricity industries. 


RECAPITULATIVE TABLE 
(£ million) 
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Coal Industry 

Nationalisation 

Act, 1946 ... 150 300 650 700-750 

Electricity Act, 

1947 ur. 700 1,400 1,800-2,300 

Gas Act, 1948 250 450 500-525 


i. In the case of the gas industry the aggregate borrowings authorised under the 
Gas Act, 1960, are to cover the period up to the end of March 1966. 


ii. In the case of the coal industry the aggregate borrowing authorised by the Coal 
Industry Act, 1960, is to cover the period to the end of 1965. Furthermore while 
the Coal Industry Act of 1956 limited to £75 million or a greater sum specified by 
order of the Minister, the excess of the aggregate amount so outstanding in any 
financial over the aggregate amount so outstanding in the immediately preceding 
financial year, this limitation has been changed under the Coal Industry Act, 1960, 
to £50 million or such greater sum as the Minister may by order specify. 


iii. The electricity figures above exclude the provisions made for the North of Scotland 
Hydro Electrical Board and the South of Scotland Electricity Board. The aggregate 
borrowings under the Electricity Borrowing Powers Act, 1959, are to cover the 
period to the end of March 1965. 


D. Conclusions. e 


The burden imposed on the Exchequer in financing these industries 
has led to varying views being put forward by theorists and others 
interested in the matter, These range from the modest requirements 
exemplified by the Herbert Committee of Enquiry into the Electricity 
Supply Industry that that particular industry should aim to earn, after 
providing for full depreciation (that is, depreciation calculated on the 
basis of estimated replacement cost) and interest, a surplus of say 1% 
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of the capital employed 1 to the more extreme view of Sir Roy Harrod 
that “the nationalised industries be told that in future they will have to 
find all their capital requirements by internal finances”.20 It is 
recognised that adjustments would have to be made, to give these 
boards an opportunity to earn adequate supluses. That is, greater 
control over matters like investment decisions, pricing policy and 
disposal of surplus would have to be granted to the Corporations. As 
always, a compromise appears to have been reached between these 
widely separated poles, and the principle that these industries should 
make a contribution out of earnings has been established and, at present 
anyway, the precise amount considered reasonable has been indicated. 
The fact that these amounts will be subject to annual review is a 
further indication that the policy is one of compromise. 


19 Cmd. 9672 (1956), Report of the Committee of Enquiry into the Electricity 
Supply Industry. 


20 R.F. Harrop: Policy against Inflation, McMillan, 1958, pp. 238-259. 


AN ENQUIRY INTO THE ORGANISATION AND OPERATION 
‘OF PUBLIC ENTERPRISES 


by 
V. P. DUGGAL, 
Indian Institute of Public Administration, New Delhi 


This article is the result of a factual enquiry which was conducted 
with the aim of obtaining information about the organisation and 
operation of public enterprises in a welfare State, i.e., the Netherlands. 
The enquiry was made through a questionnaire which contained a 
large number of questions concerning the nature and purpose of the 
enterprises and their organisation and operation. The method of 
enquiry and the answers will be, we hope, of immediate practical 
interest to many interested in the field. 


Social and Private Efficiency 


The concepts of social efficiency and private efficiency, which will 
be explained below, guided the preparation of the questionnaire. 


Social Efficiency. 


A public enterprise is socially efficient when its organisation is 
adapted to its social tasks as seen by a welfare State. This means 
that it is not completely “decentralised” in the social sense, i.e., it 
takes its social costs and benefits into account, and is organised as 
follows: 


(a) In the case where it has external economies?, Le, it cannot 
charge a price, or full price, for its products, either 


(i) it is merged with the interests which enjoy directly the eco- 
‘nomies generated by it?; or 


1 An enterprise shows external economies when an increase in its output decreases 
the costs of other enterprises without, however, decreasing the costs of their inputs. 
The examples of enterprises with external economies are general, community and social 
services provided by a modern government. 

The enterprises showing external dis-economies, such as depleting and destroying 
of natural resources, may not always be made public, as their dis-economies can be 
minimised through regulatory measures. 


2 Merger is possible, for example, in case of apple-growing and bee-keeping enter- 
prises in a certain region. Bees feed on the apple blossoms. Therefore apple-growing 


(footnote continued overleaf) 
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(ii) when that is not organically possible, because the interests 
enjoying economies immediately are large in number and hence 
almost identical with a community in general as represented by 
public authorities, it has representatives? of those authorities, 
on its organisation ; 


(iii) if the economies accrue to definite sectors, the technical units 
of public authorities, such as ad hoc ministries, directorates, 
enterprises, agencies, etc., are provided with representation. 
Social efficiency of the enterprise may be augmented if repre- 
sentatives of the enterprises enjoying the economies directly are 
nominated on its organisation in an advisory capacity, or given 
some voice in the operation of the enterprise. 


(5) In case it shows a monopolistic tendency 4, either 


(i) it has representatives of its buyers on its organisation, who 
will ensure that the buyers are charged a reasonable price 5; 


(ii) when the enterprise is producing non-homogeneous products 
— which may generally be the position — and therefore, it is 
difficult for the representatives of different buyers to agree on 
the prices of different products, its prices are controlled by 
public authorities; or 


(iii) when public authorities, themselves, are one of the buyers, 
and any price control by them cannot be impartial, the buyers 
are able to appeal against any high prices to a price tribunal. ® 


(c) In case it is a basic enterprise in the sense that its outputs are 
used as inputs by a relatively large number of enterprises, 
either 





enterprises show external economies for bee-keeping enterprises. The organisational 
problem of apple-growing enterprises, when in the public sector, for example, is solved 
when they are merged with bee-keeping enterprises to form units of manageable sizes. 
Cf. J.E. Meade, External Economies and Dis-economies in a Competitive Situation, The 
Economie Journal, Vol. LXII, 1952. 

3 Representation of certain interests is the pracess through which the attitudes, 
preferences, viewpoints and desires of those interests are, with their expressed approval, 
Shaped into managerial action on their behalf by a smaller number among them, with 
binding effect upon those represented. Adapted from Encyclopaedia Britannica, Vol. 19, 
p. 164. 

4 An enterprise shows a monopolistic tendency when it has heavy fixed costs and 
a technical necessity of overcapacity, and in a competitive market where the prices 
of its goods tend to be equal to their marginal costs it cannot cover the difference 
between their average and marginal costs. The examples are transportation facilities, 
public utilities and a number of heavy industries. . 

§ Such a price is a combination of the marginal costs, and the difference between 
average and marginal costs, of the goods produced by the enterprise. It may be difficult 
to allocate fixed costs, and to determine the latter component of the price, when the 
enterprise is manufacturing diverse products. 

6 “A tribunal is an administrative quasi-judicial body, manned presumably by 
experts. The necessity of such bodies has grown increasingly clear as the business of 
government has become more and more complex.” Cf. Encyclopaedia Britannica, Vol. 13, 
p. 174. 7 
7 Examples of basic enterprises are operation of transport and communication 
services; production of iron and steel, coal, chemicals, power and water; and develop- 
ment banking. These enterprises, if allowed to remain in private hands, tend to 
occupy vital positions of power, particularly, in periods of general scarcity of goods. 
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(i) it has representatives of the enterprises-of-use, i.e., the enter- 
prises which use its outputs directly as inputs, on its organisa- 
tion; or 

(ii) when this is not feasible, because enterprises-of-use are not 
associated in one or a few groups for the specific purpose of 
representation, public authorities have their representatives on 
the organisation of the enterprise. 


Private Efficiency. 

A public enterprise is in possession of the pre-requisites of private 
efficiency, when regarding its (a) board, (b) financial function, (c) bud- 
geting, (d) commercial function, (e) accounting and auditing, and (f) 


personnel policy, it is not unduly centralised in the social8 as well as 
in the private? sense and is operated as follows 1°: 


(a) Board 


{i) It has men with business experience on its board. 


(ii) The members of the board, in case of inefficiency, can be dis- 
missed within a relatively short time. 


(iii) The board is free to make policy for the enterprise within the 
purview of its social tasks. 


(iv) There is no statutory advisory body to render advice to the 
board, which has a binding character, as this may affect the opera- 
tional freedom of the board. 


(v) The reports submitted by the board are discussed by the 
executive public authorities, or by a parliamentary committee on 
public enterprises, and not by the legistlature. 

(b) Financial Function. 
(i) It can raise new capital from any source. 


(ii) If public authorities sanction appropriations for it then it is 
free to allocate them. 





8 An enterprise is centralised in the social sense when most of its decisions are 
taken at high government levels. 

9 An enterprise is centralised in the private sense when most of its decisions are 
taken at the highest management level. 

10 Cf. “There would be no insuperable problems in running a competitive public 
unit, once it was chosen or set up. The first is a competitiye level of managerial 
salaries. The second, since the whole raison d’étre of these companies is the need 
for greater entrepreneurial initiative than was previously being shown, is the maximum 
degree of freedom and independence in their day-to-day affairs. They should certainly 
not be subject to detailed parliamentary control; although they should consult the 
Minister (ie. public authorities) on matters of importance, as the board of a private 
company might consult a dominant shareholder, and be subject to his directives on 
major points of policy, this must not extend to the point where decisions are normally 
taken in Whitehall... State enterprises should be as free to develop as private enter- 
prises.” (C.A.R. CROSLAND, The Future of Socialism; London, 1956 p. 488.) 

11 By Board we mean management of the enterprise at the highest level. 
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(iii) It owns, and can dispose of, its properties, assets and funds. 
(iv) Its board is free to incur investment expenditure. The man- 
agement can do the same up to a certain extent. 


(v) Its board, as advised by its management, is free to decide 
about the constitution of reserves for different purposes. 


(vi) Its board, as advised by its management, is free to decide 
usual operating expenses, of its profits. 

(c) Budgeting. 
(i) Its board, as advised by its management, is free to make short- 
term budgets, and long-term plans, for the enterprise. 


(ii) The procedure of budget-making within the enterprise is 
decentralised. In other words, opinions of different departments 
are duly taken into account. 


(d) Commercial Function. 
(i) Its management is free in the choice of suppliers, and regarding 
amounts to be spent on the purchase of supplies. 
(ii) Its management is free in determining the sales volume. 


(iii) It sells its products to other public enterprises, or public 
authorities, on the same terms and conditions as to private enter- 
prises. 


(iv) Its management is free in starting new products, which are 
related to its production. 

(e) Accounting and Auditing. 
(i) Its management is free to decide about its accounting procedure. 
(ii) Its auditing is done by private, and not public, auditors. 


(f) Personnel Policy. 

(i) Its managers, in general, are engaged by its board; and its 

subordinate employees, in turn, are engaged by its management. 

(ii) It has a consultative committee to facilitate consultation 

between its management and employees. 

(iii) It takes steps to develop a spirit of initiative amongst its 

employees. 

It may be stressed, however, that the presence of the above- 
mentioned pre-requisites does not in any way guarantee actual private 
efficiency to be high. Reversely, actual private efficiency may not be 
low when these pre-conditions are absent. 


A Brief Explanation of the Questionnaire * 


The questionnaire, which was prepared to enquire into the social 
and private efficiency of Dutch public enterprises, requires a brief 
explanation. 


* See appendix A. 
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Besides direct questions on social tasks (characteristics), and social 
and private efficiency, as just defined, of an enterprise, it contained 
questions which were meant to verify the answers to these questions. 
It also contained questions about the structure of the enterprise. 


Question meant to verify the social characteristics: This question 
was about the reasons of public ownership of the enterprise. The 
answer to this question could tell us whether the enterprise was made 
public on account of its inability to charge a price, monopolistic 
tendency, basicality, or for some other reason. 


Questions meant to verify the social efficiency: These questions 
enquired about the credentials of the directors, or members, on the 
board or organisation of the enterprise; and about control of its prices. 


Questions meant to verify the private efficiency: These questions 
concerned its (i) juridical status, and (ii) liability to taxation. Below 
we deal with the implications of the possible answers to these questions. 


(i) juridical status. There are the following four juridical statuses, 
and their corresponding implications, for the private efficiency of an 
enterprise. 


(a) Government service. An enterprise with this status is most 
centralised in the social sense, and possibly also in the private 
sense. Consequently, it shows least of the pre-requisites of private 
efficiency. 

(b) State enterprise. An enterprise with such a juridical status 
is highly centralised in the social sense, and perhaps also in the 
private sense. Hence, it shows very few of the pre-requisites of 
private efficiency. 12 


(e) Public corporation. An enterprise with such a juridical status 
is centralised somewhat in the social sense, and, therefore, may be 
in the private sense. In consequence, it shows pre-requisites of 
private efficiency to some extent. 18 


(d) Limited liability. An enterprise with such a juridical status 
is least centralised in the social sense. As a result, it shows the 
pre-requisites of private efficiency to a great extent. 14 


(ii) Liability to taxation. An enterprise, which is liable to all, or 
almost all, sorts of taxes, to which a private enterprise is liable, may 
be less centralised in the social sense, and therefore in the private sense, 
than an enterprise which is liable to none, or almost none, of the taxes. 
In view of this it may possess more pre-requisites of private efficiency 
than the latter. 


12 Cf. United Nations Technical Assistance Administration, Some Problems in the 
Organisation and Administration of Public Enterprises in the Industrial Field, New 
York, 1954, pp. 5-8. 

13 Ibid., pp. 9-11. 

14 Ibid., pp. 12-15. 
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Questions about the structure: These questions concerned the history, 
connections, subsidisation, competition, sales to public authorities, and 
exports of an enterprise. Below, we deal with the inference of the 
possible answers to these questions. 


(a) History. The enterprise might have been started as a public 
enterprise from the very beginning, or it might have been a 
private enterprise to begin with. It may show fewer pre-requi- 
sites of private efficiency, if the former, and not the latter, was 
the case. Similarly, it may show fewer pre-requisites of private 
efficiency, if it got its present status at a time when no dis- 
tinction used to be drawn between public enterprises and tradi- 
tional government functions. Such a time can be said to have 
lasted up to the end of World War I. 15 


(b) Connections. The enterprise may have the following connec- 
tions with the other public enterprise, with the accompanying 
effects on the pre-requisites of its private efficiency. 16 


(i) One of being a subsidiary. Such a connection may affect the 
pre-requisites of its private efficiency as the holding company 
may centralise some of its operations. 


(ii) One of co-operation, Such a connection may also affect 
the pre-requisites of its private efficiency as a decision 
concerning its operations will be taken by a central co- 
operating body. 

(iii) One of co-ordination. Such a connection may affect the 
pre-requisites of its private efficiency, depending upon the 
provisions of co-ordination: mere information, consultation, 
or common decisions. 


(c) Subsidisation. If the enterprise is being run at a loss under 
order from public authorities, or because it cannot charge a 
price or “full” price, for its products, it may somewhat be 
centralised in the social sense. This is so because the subsidies 
to it may be given through the usual bureaucratic procedures, 17 
In such an instance the pre-requisites of the private efficiency 
are liable to be affected. 


(d) Competition. The enterprise will show more pre-requisites of 
private efficiency when it is in direct competition with the other 
enterprises in the related field than when it is not, i.e. when it 
is a factual monopoly. However, if it faces indirect competition 
it will show some more pre-requisites than when it does not 
meet any competition, direct or indirect. 18 


15 Cf. Douglas V. VERNEY, Public Enterprise in Sweden, Liverpool, 1959, p. 1. 

16 Cf. J. TINBERGEN, Economic Policy: Principles and Design, Amsterdam, 1956. 
pp. 172-173. 
. 17 Cf. P. SARGANT Florence, The Logic of British and American Industry, London, 
1953, p. 235. 

18 Cf. C.A.R. CROSLAND, op. cit., p. 462. 
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(e) Sales to public authorities. The enterprise will show fewer 
pre-requisites of private efficiency when public authorities are 
its predominant buyers as such a guaranteed market weakens 
the forces of private efficiency. 19 


(f) Exports. The enterprise will show more pre-requisites of private 
efficiency when it is exporting its products than when it is not 
exporting. Generally speaking, cempetition is stronger at 
foreign markets than at the home markets, 20 


(g) Conservation of resources. If the enterprise deals with the 
resources whose conservation is in the national interest, it would 
be centralised in the social sense, and so would possess fewer 
of the pre-requisites of private efficiency. 


Enterprises in the Enquiry 


These included two iron and steel works, one explosives factory, 
the Dutch railways, one shipping company, one international airport, 
two electricity works, one development bank, one port authority, one 
artillery works, the posts and telegraphs, one gas company, coal mines, 
and land consolidation and land reclamation services. 


Results of the Enquiry 


The critical examination of the organisation and operation of a 
sample of Dutch public enterprises did not bring out any large dis- 
crepancy between reality and the principles for organisation and 
operation which we derived from our concepts. In a general way, we 
found: | 


(a) The social efficiency, i.e. gesture and structure, of the board, 
or organisation, of a public enterprise is dependent upon its social 
characteristics. 


(b) Corresponding to the degree of Social centralisation required 
by the structural characteristics we discovered differences in the pre- 
requisites of private efficiency enjoyed by the enterprises. But in a 
general way much care has been taken to give to the entities as much 
freedom as feasible in order to enable them to operate efficiently. 


Social efficiency of the enterprises in the sample.* All the enter- 
prises in the sample were found to be organised in a socially efficient 
way. 

The land consolidation and land reclamation services cannot charge 
a price, or a full price, for their activities. Accordingly, their external 
economies accruing specifically to the sector of agriculture, they have 


19 Cf. A.C. Picou, Economics of Welfare, London, 1952, p. 389. 

20 Cf. United Nations Technical Assistance Administration, op. cit., Chapter II, 
para. 55. 

* See appendix B. 
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representatives of specific technical units of public authorities on their 
organisations. The social efficiency has been further enhanced through 
a representation of the beneficiaries, or a provision according to which 
they can appeal against any “high” rates. 


Excepting the enterprises and services connected with the artillery- 
goods production, land consolidation and land reclamation, and deve- 
lopment banking, all other enterprises show some degree of mono- 
polistic tendency. Consequently, their prices and rates are controlled, 
in one way or the other, through the supervision of public authorities, 
or that of international authorities such as the European Coal and 
Steel Community in case of iron and steel and coal units, or through 
the provision of a price tribunal when public authorities themselves 
are their customers. It has been further noticed that the buyers and. 
clients, on account of their non-homogeneity, generally cannot be 
provided with representation on the boards and organisations of such 
enterprises. 


All the enterprises, excepting artillery works and land consolidation 
and land reclamation services, are basic to some degree to the Dutch 
economy. Hence public authorities have been duly represented on 
their boards and organisations. In a few casse, such as posts and 
telegraphs, gas company, and coal mines, those authorities, instead 
of being represented, have been nominated 21 on the organisations. This 
can be traced to their social centralisation, which stems from the 
structural characteristics, and will he treated below. 


Private efficiency.* The degree of social centralisation of the 
enterprises, in the sample, more or less, determined whether the pre- 
requisites of private efficiency were possessed by them or not. Yet, 
in the interest of their private efficiency, these enterprises had, as 
a rule, been given a rather large degree of freedom. 


The iron and steel enterprises fall under the jurisdiction of the 
European Coal and Steel Community. That is why their investments 
of a certain size and type are subject to the approval of the High 
Authority of that body. But this has not led to much social centralisa- 
tion. Therefore, they enjoy most of the pre-requisites of private 
efficiency, 

The explosives, railways, shipping, airport, and electricity under- 
takings do not face direct competition, although all of them meet some 
sort of indirect competition. This fact renders the enterprises concerned 
factual monopolies, the control of whose supply is in the social interest. 
However, they are not heavily centralised in the social sense: only 
they have usually been obliged to supply, or keep a minimum pro- 
duction capacity. As already indicated, this has been done in order 
to let them have as many of the pre-requisites as possible. 


21 The representatives, by definition, enjoy more freedoms than the nominees. 
* See appendix C. 
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In the case of the development bank the fact that public authorities 
guarantee its credit to certain parties has resulted in a minor degree 
of social centralisation, and some lack of the pre-requisites of private 
efficiency. 

The relative efficiency, in the private sense, of the enterprises dis- 
cussed above is corroborated by the fact that all of them are juri- 
dically limited liability companies, which are under an obligation to 
pay all sorts of taxes. 


The enterprise operating the port is centralised somewhat in the 
social sense, the reason being that public authorities, through the grant 
‘of interest-free loans, are to a certain extent subsidising it. Besides, 
in the absence of any direct competition, it can be called a factual | 
monopoly. Accordingly, it is in possession of the pre-requisites of 
private efficiency to a certain extent only. Juridical status of port 
authority, which is equal to that of public corporation and liability to 
all sorts of taxes, substantiates this. 


Public authorities are virtually the sole customers of the artillery 
works. This has understandably resulted in some degree of social 
centralisation, and consequently, in a certain loss of the pre-requisites 
of private efficiency. It is evident from its juridical status of a state 
enterprise which is exposed to the same taxes as private trade and 
industry. 


The posts and telegraphs do not meet any direct or indirect com- 
petition. The gas company is a factually monopolistic unit, the con- 
servation of whose resources is in the national interest. Therefore, 
their operation is highly centralised in the social sense, which deprives 
them of many pre-requisites of private efficiency. Their status, vis-d- 
vis state enterprises, which are virtually exempted from paying taxes, 
verifies this. 


The coal mines come under the authority of the European Coal and 
Steel Community. The Community controls the investments, of a certain 
specification, of the mines in order to maintain, inter alia, free com- 
petition in the European coal market. Need for preservation of the 
coal resources has led to some social centralisation of the operation 
of the mines, but not very much, which is validated by the fact that 
even as a state enterprise it is paying almost all sorts of taxes. 


The social centralisation by national authorities has, nevertheless, 
deprived these enterprises— artillery works, posts and telegraphs, gas 
company, and coal mining — of many of the pre-requisites of private 
efficiency. They, somehow or the other, can possess most of the lost 
pre-requisites provided public authorities, instead of appointing their 
nominees, send their representatives on the organisations of the enter- 
prises. These representatives can carry out the mandates of these 
authorities in such a way that the artillery works meet the require- 
ments of public authorities, posts and telegraphs and gas units do not 
take an undue advantage of their factual monopoly position, and the 
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gas and coal-units try to conserve the resources with which they are 
dealing. 

On account of complete, or nearly complete, absence of exchange 
possibilities, the land consolidation anu land reclamation services are 
being subsidised heavily by public authorities. This had made for their 
social centralisation, and consequent withholding, of the pre-requisites 
of private efficiency, to a very great extent. The juridical status of 
state service conferred upon them and their immunity from taxation 
substantiate this. 


A. Digression about the Juridical Status 


The degree of social centralisation of an enterprise, it was dis- 
covered, determined its juridical status; and not vice versa, which is 
assumed in certain books on the operation of public enterprises. For 
example, it was not the departmental, or public corporation, or limited 
liability status which made for high, or some, or low social centralisa~ 
tion. Rather it was the high, or some, or low centralisation which was 
found to be legalised in the form of departmental, or public corporation, 
or limited liability status. 


In our sample the explosives, iron and steel, railways, shipping, 
airport, electricity, and development banking enterprises and ‘services, 
which are very moderately centralised in the social sense, have a 
limited liability type of juridical status. 


The enterprise operating the port, which is somewhat centralised 
in the social sense, has been given the status of port authority, which 
is more or less equivalent to that of public coroporation. 


The artillery, posts and telegraphs, gas, and coal establishments 
have been founded by law with a state-enterprise position. This is 
for the reason that they are highly centralised socially. 


The land consolidation and land reclamation services, which are 
socially most centralised, have been legalised as government services. 


Conclusion 


An enterprise may possess the pre-requisites of social efficiency, 
according to its social characteristics, under any type of juridical 
status; provided (a) representatives, of different interests, on its board 
or organisation, are “responsible”; (2) price control, whenever necessary, 
is efficiently implemented by it, and so is possible without any social 
centralisation; and (c) the price tribunal, whenever instituted, acts 
impartially. All of these three conditions can be fulfilled in a country, 
which is being governed in the interests of the whole community; and 
such is the case in the Netherlands. In this country the integrity of 
the members of the legislature and the cabinet is highly regarded. 
The same can be said about the industry of the civil servants. “In 
the matter of abuse of power, both the members of the chambers (both ` 
houses of legislature — V.P.D.) and the ministers would be tried before 
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the Supreme Court, the highest Court of Justice. The Attorney General 
of the Supreme Court, who would institute the prosecution, is appointed 
for life, and thus cannot be dismissed by the Government. However, it 
has never been necessary to prosecute in a case of this kind.” 22 


Moreover, a provision for functional decentralisation in the various 
fields of governmental activity — including industry — has been speci- 
fied in the Constitution. “Here new perspectives have been opened 
up for democracy. In these new organs (which may be created accord- 
ing to the aforementioned provision — V.P.D.), contractors, workers, 
consumers, specialists, and representatives of general interest are 
brought together in order jointly to handle and solve questions of 
industrial life. This means democracy in industry, and as a result it 
brings competent and experienced citizens, far more than formerly in 
co-operation in pursuit of the genéral good. These new organs may 
also be called to elaborate on the preparation and execution of social 
laws and thus transfer the task largely from bureaucratic hands to 
those of groups concerned.” 23 ` | 


‚22 The Netherlands, ed. Bartholomew Landheer, Berkeley and Los Angeles, 1946. 
pp. 96-97. ’ 
23 Ibid., pp. 102-103, 
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APPENDIX A 


QUESTIONNAIRE ON THE ORGANISATION AND OPERATION 


Da 1. 


OF PUBLIC ENTERPRISES IN THE NETHERLANDS 


GENERAL 


How did your enterprise start? 
What connections does the enterprise have with other public enterprise? 


What was the reason for starting, nationalisation, or semi-nationalisa- 
tion, of your enterprise? 


JURIDICAL STATUS OF THE ENTERPRISE 


What is the juridical status of the enterprise? 
What connections does the enterprise have with other public enterprises? 


What is your opinion on the existing structure and the arguments for 
making the enterprise public? 


ORGANISATION 


What is the number of Directors? 
Who appoints the Directors? 


What qualifications are-taken into account in the appointment of dif- 
ferent Directors? 


What is the term of office of the Directors? 

What are the functions of the Board of Directors? 

Is there any statutory body to advise the Board of Directors? 
Who discusses the reports submitted by the Board of Directors? 


What is your opinion, on the basis of experience acquired in your 

enterprise, on the following matters: 

(a) What should be the qualifications of the members of the Board 
of Directors? Do the qualifications held in your enterprise suffice, 
or can an improvement be made? 

(6) What functions should Directors have? Are those too few, or do 
they seem to have too many functions? 


FINANCIAL FUNCTION 


Existing Structure. 
What types of stock does the enterprise have at the moment? 


542 


V. P. DUGGAL 





Da 2. 
Da 3. 
Da 4. 
Da 5. 


Da 6. 
Da 7. 


Db. 


Who owns the capital? 
How does the enterprise raise new capital? 
Up to what limit is the enterprise free in raising new capital? 


In case public authorities sanction appropriations for the enterprise 

who decides on the allocation of the funds? 

Who owns the properties, assets and funds of the enterprise? 

Who decides about: 

(a) disposal of the property of the enterprise? 

(b) Re of exclusive rights or BEES with regard to the enter- 
rise 

(c) cani into lease of any property of the enterprise? 


Investment Expenditure. 
Please mention the limits of investment expenditure the foliowing 
bodies are free to incur: 


(a) Public Authorities. 
(b) Board of Directors. 
(c) Management. 


Reserves. 

What types of reserves does the enterprise have? 

Who decides about the constitution of different reserves? 
Profits and Profit Distribution. 

On what basis is the enterprise run? 


If the enterprise works on a non-profit basis, does it balance its 
accounts on the average? 


If the enterprise works on a commercial basis, are the profits retained 
by the enterprise, distributed, or deposited in the treasury? 


BUDGETS AND COSTS 


What types of budgets are made? 

For what periods of time are budgets made? 

Who decides about the budgetary procedure in the enterprise? 
What is the procedure of making the budget? 


Is there any planning department in the enterprise that draws up 
long-term plans? 


TAXATION 
Is the enterprise liable to taxation? 


COMMERCIAL FUNCTION 


Is the management free in the choice of suppliers? 


Is the management free in the amounts to be spent on the purchase of 
supplies? 


Price Policy. 
Who fixes prices? 


Can an appeal be made against high prices by consumers? If so, to 
whom can the appeal be made? 


Competition. 
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Ge 1. 
Ge 2. 


Gd. 
Gd 1. 


Gd 2. 


13. 


14, 


Does the enterprise feel to be in competition with other enterprises? 


Does the management feel sufficiently free to pursue a flexible policy 
in the face of this competition? 


Sales Policy. 


Is the management or the Board of Directors free in determining the 
sales volume of the enterprise? 


Does the enterprise sell its products to other public enterprises or 
public authorities? 


Are certain sales or deliveries obligatory to the enterprise? 


Is the management or the Board of Directors free in starting new 
products? 


Does the enterprise export its products? 


ACCOUNTING AND AUDITING 


“Who decides about the accounting procedure of the enterprise? 


Who does the auditing? 
What are the functions of public auditors in relation to the enterprise? 


Who discusses the reports submitted by public auditors on the enter- 
prise? 


PERSONNEL POLICY 


Who decides on the engagement of new employees, their terms of 
service and their dismissal? 


(a) Engagement of managers 
(b) Engagement of subordinates. 


Is there any consultative committee in the enterprise to facilitate 
consultation between management and employees? 


What steps are taken to develop a spirit of initiative amongst the 
employees? 


What measures, do you think, should be taken to increase productivity? 
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APPENDIX B 


THE SOCIAL CHARACTERISTICS AND ORGANISATION OF THE 
ENTERPRISES IN THE SAMPLE 





Social characteristics 


Degree of Degree of 
AMS EES external! monopolistic ? pére 3 
economies tendency 





i. Breedband N.V. (Breedband 

[Iron Steel] Ltd.), IJmuiden — M M 
2. Koninklijke Nederlandsche Hoo- 

govens en Staalfabrieken N.V. 

(Royal Netherlands Blast Fur- 

naces and Steel Factories Ltd.), ” M M 

IJmuiden ..................... we 
3. Koninklijke Nederlandsche 

Springstoffenfabrieken N.V. 

(Royal Netherlands Explosives M 

Factories Ltd.), Amsterdam .. EE 
4 N.V. Nederlandsche Spoorwegen 

(Netherlands Railways Ltd.), H 

Utrecht nen pe 
5. Stoomvaart Maatschappij “Zee- 

land” (Steamship Company 

“Zealand”), Hook of Holland .. =, 
6. N.V. Luchthaven Schipol (Schi- M 
- pol Airport Ltd.), Amsterdam — H 
7. N.V. Provinciale: Noordbra- | 

bantsche Electriciteits - Maat- 

Schappij (North Brabant Pro- 

vincial Electricity Company), H 

’s-Hertogenbosch .............. = H 
8. N.V. Electriciteits-Maatschappij 

` IJsselcentrale (IJsselecentrale 

Electricity Company Ltd.), | H 
.  Zwolle ...................... = H "5 
9. Maatschappij tot Financiering 

van het National Herstel N.V. 

(National Development Finance 

Company Ltd.), The Hague .. SE DG 
10. Havenschap Delfzijl (Delfzijl H 

Harbour), Delfzijl ............ MER H 
11. Staatsbedrijf Artillerie-Inricht- 

ingen (State Artillery Enter- 

prise), Hembrug .............. = ES PR 
12. Staatsbedrijf der P.T.T. (State 

Posts and Telegraphs), ‘The 

EES = 
13. Staatsgasbedrijf (State Gas En- 

terprise), The Hague .......... Geh 
14. Staatsmijnen in Limburg (State 

Mines), Limburg ............. = L H 
15. Cultuur-technische Dienst (Go- 

vernment Service for Land and 

Water Use), Utrecht .......... H = SS 
16. Directie van de Wieringermeer 

(Wieringermeer Land Reclama- 

tion Directorate), Zwolle ...... H = = 


r = 


ei 
m 


m 


Lo I 
DL 








H = High M = Medium L= Low : — = None 


1. United Nations, A Manual for Economic and Functional Classification of Govern- 
ment Transactions, New York, 1958, pp. 37-40; 144-156. È 

2. LEONTIEF and others, Studies in the Structure of American Economy, New York, 
1953, pp. 219-221. 

3. C.B.S., The Production Structure of the Netherlands Economy, 1948-56, The Hague. 
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APPENDIX B (concl) 


The Social Characteristics and Organisation of the Enterprises 
in the Sample 


Organisation 
i Number of members 
Name of the enterprise Number of appointed by public Price control 
members authorities by or through 


Directly Indirectly 





1. Breedband N.V. (Breedband European Coal 
[Iron & Steel] Ltd.), IJmuiden 10 3 = = & Steel Com- 
2. Koninklijke Nederlandsche Hoo- à 
govens en Staalfabrieken N.V. munity 
(Royal Netherlands Blast Fur- 
naces and Steel Factories Ltd.), “ 
IJmuiden `... 3 18 1 17 
3. Koninklijke Nereo 
Springstoffenfabriexen 
(Royal Netherlands Explosives Committee of 
Factories Ltd.), Amsterdam .. 7 3 — appeal 
4. N.V. Nederlandsche Spoorwegen 
(Netherlands Railways Ltd.), 15 3 ; Pub. Authorities 
Utrecht ..........00% ee È 
5. Stoomvaart Maatschappij ‘‘Zee- | x 
land” (Steamship Company Eur. r ailway 
“Zealand”), Hook EE 6 1 — companies 
6. N.V. Luchthaven Schipo chi- , Sc? 
pol Airport Ltd.), Amsterdam 11 oe 11 Pub. Authorities 
7. N.V. Provinciale Noordbra- 
bantsche  Electriciteits - Maat- 
schappij (North Brabant Pro- 
vincial Electricity Company), : e i 
‘s-Hertogenbosch ............. 7 (min.) 2 
8. NV. Hlectriciteits-Maatschappij 
Isselcenirale MT Mn 
Electricity Company Ltd.), 
Pwollé: Lee 15 6. + ve 
9. Maatschappij tot Financiering 
van het National Herstel N.V. 3 
(National Development Finance ; ui mt 
Company in I Hague di 15 (min.) 3 
D. avenschap Z e À orities 
Harbour), Delfzijl ........,... 7 7 Pub. Auth 
1. Staatsbedrijf Artillerie-Inricht- 
ingen (State Artillery Enter- E 
prise), Hembrug ........... hu 
2. Staatsbedrijf der P.T.T. (State 
ni i and Telegraphs), The | operated by public authorities 
3. Steatsgasbedrijf (State Gas En. } through management or board pub. Authorities 
terprise), The Hague .......... appointed by them 
4. Staatsmijnen in Limburg (State L 
Mines), Limburg ,........... 
5. Cultuur-technische Dienst (Go- 
vernment Service for Land and | . European Coal 
Water Use), Utrecht ........ .. [operated by technical units of 4 Creel Cone 
6. Directie van de Wieringermeer public authorities . 
(Wieringermeer Land Reclama- munity 
tion Directorate), Zwolle ...... 


LE 








* The committee of Managing Directors in the case of the railways and the Boards 
of Supervisors in the case of the electricity enterprises have a high representa- 
tion of public authorities, 

** These are “Honorary Directors” appointed by public authorities, and are over 
and above the (minimum) 12 directors on the Board. 
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APPENDIX C 


The Structural Characteristics, and (Approximate) Possession of the 
Pre-requisites of Private Efficiency by the Enterprises in the Sample 








Structural characteristics * 


Sales to 
Name of the enterprise Conn- Subsidisa- Compe- public Conser- 
ections tion tition author- vation 
ities 





1. Breedband N.V. (Breedband 
{Iron & Steel] Lid), IJmuiden 
2. Koninklijke Nederlandsche Hoo- 
govens en Staalfabrieken N.V. 
(Royal Netherlands Blast Fur- 
naces and Steel Factories Ltd.), 
IJmuiden . ebe hee ER NEE e 
3. Koninklijke Nederlandsche 
Springstoffenfabrieken N.V. 
(Royal Netherlands Explosives 
Factories Ltd.), Amsterdam .. 
A N.V. Nederlandsche Spoorwegen 
(Netherlands Railways Ltd.), 
- Utrecht ur 
5. Stoomvaart Maatschappij “Zee. 
land” (Steamship Company 
“Zealand”), Hook of Holland .. 
6. N.V. Luchthaven Schipol (Schi- 
pol Airport Ltd.), Amsterdam 
7. NV. Provinciale Noordbra- 
bantsche  Electriciteits- Maat- 
schappij (North Brabant Pro- 
vincial Electricity Company), 
's-Hertogenbosch ....... ae neal 
8. NV. Electriciteits-Maatschappij 
IJsselcentrale (IJsselecentrale 
Electricity Company Ltd.), 
AWOLE souls nia retin 
9. Maatschappij tot Financiering 
van het National Herstel N.V. 
(National Development Finance 
Company Ltd.), The Hague .. 
10. Havenschap Delfzijl (Delfzijl EN 
Harbour), Delfziji ........,.... Kos 
11. Staatsbedrijf Artillerie-Inricht- 
ingen (State Artillery Enter- 
prise), Hembrug ...,..,........ + 
12. Staatsbedrijf der P.T. T. ‘(State 
Posts and Telegraphs), The 


H 


H 


H 


H 


H 


H 


H 


* 


H 


H 


e EE = 
13. Staatsgasbedrijf (State Gas En- 

terprise), The Hague .......... + + 
14. Staatsmijnen in Limburg (State 

Mines), Limburg ............. = -+ 


15. Cultuur-technische Dienst (Go- 
vernment Service for Land and 
Water Use), Utrecht .......... 

16. Directie van de Wieringermeer 
{Wieringermeer Land Reciama- 
tion Directorate), Zwolle ...... 








Sign + = almost full 
== almost none 
Sign + = partly. 
* Only the characteristics which, apparently, have led to social centralisation are 
being marked. 
** Indirect. 
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APPENDIX C (eont) 


The Structural Characteristics and (Approximate) Possession of the 
Pre-requisites of Private Efficiency by the Enterprises in the Sample 


eg 
Pre-requisites of private efficiency * concerning 
Name of the enterprise (a) Board (b) Financial function 
(D Gi) OU div) m @ (i) Gi (iv) m (vb 


ee ET Me I ee ie Ti ea 


Breedband N.V. (Breedband [Iron & 
Steel] Ltd), IJmuiden ...... ere = + 
Koninklijke Nederlandsche Hoogovens 
en Staalfabrieken N.V. (Royal Nether- 
lands Blast Furnaces and Steel 
Factories Ltd.), IJmuiden ............ 
Koninklijke Nederlandsche Spring- 
stoffenfabrieken N.V. (Royal Nether- 
lands Explosives Factories Ltd.) 
Amsterdam EE e eren 
N.V. Nederlandsche Spoorwegen 
(Netherlands Railways Ltd.), Utrecht 
Stoomvaart Maatschappij “Zeeland” 
(Steamship Company “Zealand”), 
Hook of Holland ee EE 
N.V. Luchthaven Schipol (Schipol Air- 
port Ltd.), Amsterdam .............. 
N.V. Provinciale Noordbrabantsche 
Electriciteits Maatschappij (North Bra- 
bant Provincial Electricity Company), 
*s-Hertogenbosch `, een 
N.V. Electriciteits-Maatschappil IJs- 
selcentrale (IJsselecentrale Electricity 
Company Ltd.), Zwolle ........ ee 
Maatschappii tot Financiering van het 
National Herstel N.V. (National Deve- 
lopment Finance Company Ltd.), The 
Hague EE E EE 
Havenschap Delfzijl (Delfzijl Har- 
bour), Delfzijl ......sunseesessonrseves> — 
Staatsbedrijf Artillerie-Inrichtingen 

(State Artillery Enterprise), Hembrug — — 
Staatsbedrijf der P.T.T. (State Posts 

and Telegraphs), The Hague .,..,.... uw oo 
Staatsgasbedrijf (State Gas Enterprise), 

The Hague eeh Less. e, ee 
Staatsmijnen in Limburg (State Mines), 

LIMDBUrE use rer (a, == 
Cultuur-technische Dienst (Government 

Service for Land and Water Use), 

Utrecht ` gege Ee be, “hue. e 
Directie van de Wieringermeer (Wier, 
ingermeer Land Reclamation Director- 

ate), Zwolle ......... D ae Dante RE Hu lame ie. us. a deci es 


+ 


H 


H 


It 


H 


H H 
| l 
| | 
| | H 
| | 
| | 
| | 
HH i H 
H | 


H 
| 
| 
| 
| 
| 
| 
H 
| 


H 
| 
| 
H 
| 
H 
H 
H 
H 


| 
| 
| 
| 
D 
| 
| 
| 
| 


H 
| 
| 
| 


— = not possessed + = partly not possessed 
(a) Board: (b) Financial function: 
(i) Men with business experience on the (i) Free to raise new capital from any 
board : source ; 
(ii) Free to allocate appropriations from 


(ii) Tenure of the members not perma- public authorities : 


nent ; 
ba E iii nershi 
(ili) Board free to make policy; da Ge E DECH i as 
(iv) Absence of any statutory advisory (iv) Free to incur investment expenditure; 
body Zu (v) Free to decide about the constitution 
{v) Discussion of reports by the exe- of reserves; 
cutive public authorities. (vi) Free to retain a part of profits. 


* 


Only the pre-requisites which are not possessed, or are partly not possessed, are 
being indicated. 


V. P. DUGGAL 





APPENDIX C (cont.) 


The Structural Characteristics and (Approximate) Possession of the 
Pre-requisites of Private Efficiency by the Enterprises in the Sample 





Name of the enterprise 


Breedband N.V. (Breedband [Iron & 
Steel] Ltd.), IJmuiden .............. 
Koninklijke Nederlandsche Hoogovens 
en Staalfabrieken N.V. (Royal Nether- 
lands Biast Furnaces and Steel 
Factories Ltd.), IJmuiden ......... re 
Koninklijke Nederlandsche Spring- 
stoffenfabrieken N.V. (Royal Nether- 
lands Explosives Factories Ltd.), 
Amsterdam .ses.sseserensnvosseon Kees 
N.V. Nederlandsche Spoorwegen 
(Netherlands Railways Ltd.), Utrecht 
Stoomvaart Maatschappij “Zeeland” 
(Steamship Company Zealand”), 
Hook of Holland ...... 1000000 err 
N.V. Luchthaven Schipol (Schipol Air- 
port Ltd.), Amsterdam .........,.. 
N.V. Provinciale Noordbrabantsche 
Electriciteits Maatschappij (North Bra- 
bant Frovincial Electricity SA 
's-Hertogenbosch .....,,......s.souuse 
N.V. Electriciteits-Maatschappij Us, 
lopment Finance Company Ltd.), The 
National Herstel N.V. (National Deve- 
Maatschappij tot Financiering van het 
Company Ltd.), Zwolle ......... pina 
selcentrale (IJsselecentrale Electricity 
Hague ..... c.c cs crroserenisoneo RT 
Havenschap Delfzijl (Delfzijl Har- 
pour), Delfzijl ......ssesssssnssesean de 
Staatsbedrijf Artillerie-Inrichtingen 
(State Artillery Enterprise), Hembrug 
Staatsbedrijf der P.T.T. (State Posts 
and Telegraphs), The Hague ..... ER 
Staatsgasbedrijf (State Gas Enterprise), 
The Hague .nccccccnccveccscccces is 
Staatsmijnen in Limburg (State Mines), 
LAMDUTE e stein 
Cultuur-technische Dienst (Government 
Service for Land and Water Use), 
Utrecht ......... tata dir sue 
Directie van de Wieringermeer (Wier- 
ingermeer Land Reclamation Director- 
ate), Zwolle ...,....,.... IST sensa 
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= not possessed + = partly not possessed 


(c) Budgeting: 


{D Free to make short-term budgets and 


long-term plans; 


(ii) Decentralised budgeting within the 


unit. 


(d) Commercial function: 


(i) Free in the choice of suppliers and 
amounts spent on supplies; 

(ii) Free in determining the sales volume; 

(iii) Sales to public and private units on 
the same basis; 

(iv) Free in starting of new, related, pro- 
ducts. 
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APPENDIX C (cont.) 


The Structural Characteristics and (Approximate) Possession of the 
Pre-requisites of Private Efficiency by the Enterprises in the Sample 


(e) Accounting 
Name of the enterprise and auditing 
` (i) (ii) (i) (ii) (iil) 


(f) Personnel policy 





Breedband N.V. (Breedband [Iron a 

Steel] Ltd.), IJmuiden .............. 

Koninklijke Nederlandsche Hoogovens 

en Staalfabrieken N.V. (Royal Nether- 

lands Blast Furnaces and Steel 

Factories Ltd.), IJmuiden ............ 

Koninklijke Nederlandsche Spring- 

stoffenfabrieken N.V. (Royal Nether- 

lands Explosives Factories Ltd.), ; 
Amsterdam. NEE bee lewis do den de Eege 
N.V. Nederlandsche Spoorwegen 
(Netherlands Railways Ltd.), Utrecht 
Stoomvaart Maatschappij “Zeeland” 
(Steamship Company “Zealand”), 
Hook Of Holland sos KKK KEREN 
N.V. Luchthaven Schipol (Schipol Air 
port Ltd.), Amsterdam ........,..... 
N.V. Provinciale Noordbrabantsche 
Electriciteits Maatschappij (North Bra- 
bant Provincial Electricity Company), 
*s-Hertogenbosch ..........,.......... 
N.V. Electriciteits-Maatschappij IJs- 
selcentrale (IJsselecentrale Electricity 
Company Ltd.), Zwolle .............. 
Maatschappij tot Financiering van het 
National Herstel N.V. (National Deve- 
lopment Finance Company Ltd.), The 
Hague usa anne 
Havenschap Delfzijl (Delfzijl Har- 
bour), Delfzijl ee eau a A EA 
Staatsbedrijf Artillerie-Inrichtingen 
(State Artillery Enterprise), Hembrug 
Staatsbedrijf der P.T.T. (State Posts 
and Telegraphs), The Hague ....... 
Staatsgasbedrijf (State Gas Enterprise), 
The AER 
Staatsmijnen in Limburg (State Mines), 
À 6 À a 0 0] BA SR n 
Cultuur-technische Dienst (Government 
Service for Land and Water Use), 
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— = not possessed + = partly not possessed 
(e) Accounting and auditing: (f) Personnel policy: 
(i) Free to decide the accounting pro- (D Engagement of the managers in 
| cedure ; general by the board, and that of 
(ii) Audit by private auditors. the subordinates by the management ; 


(ii) Consultative committee; 
ij) Taking steps to develop a spirit of 
initiative. 
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(Royal Netherlands Explosives 
Factories Ltd.), Amsterdam .. 
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EMPLOYEE MOTIVATION IN SOVIET INDUSTRY 


by 
Barry M. RICHMAN, 


Assistant Professor at the University of California, Los Angeles 


One of the basic problems in any society is how to motivate people 
to work with optimum efficiency. This holds true regardless of whether 
the enterprises in which people work are owned by the State or are 
privately owned. In both cases the owners desire better labor pro- 
ductivity, cost and output results, and generally more efficiency in 
plant operations. 


In this paper we will examine the major devices used by the Soviets 
to motivate the industrial labor force to act in accordance with the 
wishes of the regime. We will also evaluate the effectiveness of these 
devices. Much of the information utilised has been obtained from 
interviews with Soviet economists and industrial officials, including 
personnel at 16 industrial enterprises, during visits to the Soviet Union 
in 1960 and 1961. 


There are a number of major administrative devices used by the 
Soviets to motivate workers. First and foremost they use a system 
of monetary incentives to encourage greater effort. The basic philo- 
sophy is that a high level of individual or group performance — often 
performance above a predetermined quantified standard — should be 
rewarded by more pay. In this manner maximum personal gain should 
be compatible with maximum gain to society. 


Secondly, they encourage widespread employee participation in 
planning and decision making. This is based on the premise that the 
“doers” or workers actually carrying out plans and tasks are in the 
best position to estimate their capabilities and resource needs, to 
reveal reserves, and to generally improve operations through their 
suggestions. The term employee participation does not mean to 
imply that superior managers give up part of their formal authority 
to subordinates, ‘since the superior makes all final decisions. By 
participation it is meant that superiors consult with subordinates, seek 
their opinions and advice, and encourage their suggestions on all 
matters relating to the tasks and activities assigned to them. Here 
too monetary incentives, in the form of remuneration for implemented 
suggestions, are utilised by the Soviets. Enterprise Communist Party 
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and trade union officials are charged with the task of organising and 
stimulating employee participation at every enterprise. 


The third device used by the State to motivate employees is 
indoctrination through education, mass media, publicity, and Communist 
Party and trade union channels. Enterprise Party and union officials 
are supposed to instil a sense of moral obligation among the masses 
to behave in accordance with the wishes of the’ regime. 


Significance of Monetary Incentives in Soviet Industry 


Both Lenin and Stalin emphasised the significance of material self- 
interest in the development of Soviet industry, and both asserted that 
moral incentive is not enough.? Recently Krushchev had this to 
say about material incentivés: 


“It is completely wrong to oppose material incentives to moral ones... 
the development of moral stimuli, of material interests are indissolubly 
linked.” 2 


It is safe to assume that for the foreseeable future personal gain will 
continue to be the integral economic incentive in Soviet industry. 


It is a known fact in American industry that monetary incentives 
are but one factor in the attainment of maximum desirable performance 
from employees. Human motivation in industry encompasses the entire 
enterprise environment, including group satisfaction, work group inter- 
action, job satisfaction, working conditions and human relations in 
general. Few studies have been made, and little has been written, about 
the impact of these other factors on employee behavior in Soviet 
industry. This in itself suggests that monetary incentives are much 
more potent than any other factor in the Soviet industrial culture. 


It is interesting to not that the Soviets have condemned “bourgeois 
sociology” and its recent Western advances in the study of groups and 
human relations in industry. They label most behavioral studies dealing 
with employee motivation as a method 


“for ideologically disorientating the masses, for molding their minds in 
a direction advantageous for. the ruling class; and to control and plan 
the behavior of a given social group at a given enterprise at any parti- 
cular moment”. 8 


1 Lenin has stated “production should be organised so as not to depend on moral 
stimuli alone, but these moral stimuli should be bolstered by material incentives”; 
cited in Zkonomicheskaya Gazeta, November 10, 1962, pp. 10-11. For other quotations 
see M. GRUNKIN, Upravlenie Sotsialisticheskim Predptiatiem, pp. 9-10, Lenizdat, Lenin- 
grad, 1960; and G. KOSIACHENKO : “Greater Material Incentives and Technical Progress”, 
translated in Problems of Economics, III: 10, 1961, pp. 26-27. 

2 Pravda, March 4, 1962; see also R. KORENGOLD, New York Telegram and Sun, 
March 5, 1962, p. 2. 

3 G. Ostrov, Voprosy Filosofii, August, 1962, pp. 120-131, also partially translated 
in Current Digest of the Soviet Press (CDSP), XIV: 42, 1962, pp. 8 fi. 
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The Soviets are not entirely oblivious to the impact of human 
relations on employee motivation. Social and human relation problems 
that may arise at a given enterprise are often ironed out by the local 
party and union officials, and not management. In any event, the 
Soviets clearly utilise monetary incentives as the key device for 
motivating employees. In fact the Soviet Union relies on monetary 
incentives to a greater extent than any other industrial nation. 


Nature of Monetary Incentives for Workers 


Prior to 1956 bonuses and piece work incentive payments to indus- 
trial workers averaged more than half the total worker payroll in most 
industries. Loose labor standards were permitted to provide workers 
with adequate total wages. From 1955 to 1960 major wage reforms 
have taken place in Soviet industry.* The number of workers receiving 
progressive piece rate payments has been greatly reduced. Labor 
norms have been tightened, and basic wages have been raisd accord- 
ingly to provide for adequate wages. The State has continually urged 
the establishment of more scientific, technically based, norms (e.g., time 
and motion studies) at enterprises to replace deficient’ statistical- 
historical norms. 


The Soviets have also attempted to prescribe more standardised 
regulations in the awarding of worker incentive payments. These 
regulations have been promulgated to curb abuses in the awarding of 
such incentive payments. Now there are maximum bonus limits, and 
more precise conditions for the awarding of bonuses to workers. With 
all these reforms the Soviet Union still relies on incentive wage pay- 
ments to a greater extent than any other industrial nation. 


An examination of the incentive and bonus schemes for workers in 
effect at the enterprises surveyed will now be presented. 5 


Piece Work Incentives and Related Bonuses. 


Managers at several enterprises indicated that the number of 
employees on piece work has declined in recent years, particularly at 
those plants which have introduced more automation and mechanisation. 
In several cases piece workers are entitled to monthly bonuses in 


4 A related discussion on the wage reforms and incentives can be found in, 
W. GALENSON, The Soviet Wage Reform, Institute of Industrial Relations, University of 
California, Reprint No. 172, 1961; E. KAPUSTIN, “Some Problems of Further Improving 
the Organisation of the Wage System”, Problems of Economics, IV:5, 1961; W. EASON, 
in Joint Economic Committee, Comparisons of the United States and Soviet Economies, 
Part I, G.P.O., Washington, 1960. 

5 In addition to information obtained from interviews, data on employee incentives 
in Soviet industry is found in N. TRUSIKHIN, Organizatsia Zarapotnoi Platy Na Promy- 
shennykh Predprüatiakh, Gosplanidat, Moscow, 1961; R. DMITRIEVA, Rentabelitost Pro- 
myshlennovo Predpriiatiia, Gosplanizelat, Moscow, 1960; E. KAPUSTIN, op: cit. 
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addition ot piece work payments. For jobs where management desires 
very high levels of output added bonuses are paid for above average 
output results. In some cases these bonuses are equal to 40% or 50% 
of total monthly wages. 


At some plants piece workers receive bonuses equal to as much as 
50 % of their monthly pay for economising on materials. For example, 
a shoe factory awarded bonuses to cutters for reducing the amount of 
leather waste for each unit of output. This was also the case in 
connection with metal at several equipment and component producing 
enterprises. At two consumer goods plants piece workers are entitled 
to bonuses equal to 20 % to 30 % of monthly earnings for high quality 
results. 


Bonuses for Other Workers. 


The trend in Soviet industry is towards more time wage payments, 
and more collective bonuses based on collective results. This is 
particularly true at plants with an increasing degree of automation 
and mechanisation. Individual and collective bonuses are often related 
to quantified standards such as output quotas, cost reduction, and 
material usage. In such cases workers receive bonuses for the fulfil- 
ment and overfulfilment of the individual or collective target. Bonuses 
of this type at the plants surveyed vary between 10% and 60% of 
basic monthly wages. The actual size of the bonuses depénds on such 
factors as the importance of the activity, resulting economies, skill 
required, and working conditions. 


There are also worker bonuses for reduction of waste and spoilage, 
conservation of fuel and energy, repair and maintenance, quality per- 
formance, quality control, etc... In fact it appears that every plant 
worker may earn some type of bonus for favorable results. These 
bonuses also range from 10% to 60% of basic monthly wages. In 
most cases they do not exceed 40%, although there are some notable 
exceptions. For example, at a silk factory some printers and dyers 
working on expensive fabrics receive bonuses as high as 60% for 
high quality results and minimum spoilage. 


In spite of the State’s attempt to standardise the regulations for 
worker incentive payments, there does not appear to be a very uniform 
policy for the awarding of worker bonuses at the enterprises surveyed. 
It appears from interviews that the enterprise director has some inde- 
pendence in determining the specifics of the enterprise’s bonus scheme. 
He can award various bonuses for performance that he deems most 
significant and beneficial for the enterprise as a whole. In many cases 
shop chiefs can award bonuses to workers in accordance with condi- 
tions decided on by enterprise management. The formal approval of 
enterprise trade union officials is required in connection with bonus 
payments, and it was indicated by many enterprise managers that 
such approval is almost always given, ` 
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Impact of Incentives on Employee Behavior 


It is not suprising to find that Soviet workers strive for loose 
labor norms and other easy performance standards in view of the 
lucrative monetary incentives forthcoming for fulfilling and overful- 
filling their individual or collective performance standards. This is 
generally the case regardless of whether the performance standard is 
a labor norm, production quota, cost target, resource utilisation norm 
or some other standard. It is no doubt human nature that many of 
those persons evaluated and rewarded for performance in connection 
with certain standards strive for the establishment of easy standards. 
Soviet sources present much evidence that workers behave in this 
manner. ® 


It was pointed out above that in recent years there has been a 
general overhauling of wage rates and a tightening of labor standards. 
While loose standards are still tolerated by the State in a small number 
of jobs in order to provide for adequate pay, in the great majority 
of cases loose standards are not desired. Nevertheless loose worker 
standards are being established on a widespread and substantial scale 
in Soviet industry. For example, in most cases historically based labor 
norms are still overfulfilled by 130% to more than 200%.7 The 
chief engineer of an equipment plant surveyed indicated that on the 
average workers overfulfil historically based norms by 150%. Soviet 
sources and interviews reveal that even where technically calculated 
norms, based on normatives prescribed by higher authorities, are 
established, they are often adjusted downwards by “corrective factors 
in light of local conditions”,8 This practice frequently leads to defi- 
cient “ scientifically” determined norms at numerous enterprises. The 
greatest degree of norm-overfulfilment occurs with auxiliary and 
servicing activities. This leads to overstaffed servicing employees at 
many enterprises. Many of these employees are shifted to direct pro- 
duction activities when the enterprise has difficulty in fulfilling the 
plan. ® 





6 See for example, Pravda, June 26, July 14, October 3, 1962; Sotsialisticheskii 
Trud, October, 1959; E. MANEVICH, Voprosy Ekonomiki, 1961:5. A. MARGULISA, Ekono- 
michesky Analiz Raboty Predpiiattia, Gosfinizdat, Moscow, 1960. For a general discus- 
sion see D. GROMEK, The Red Executive, chapter 13, Doubleday, New York, 1961. 


7 See the discussion by I. MAEvSKI, and A. FOMIN: “Further Improvements of 
Economic Planning Methods”, Problems of Economics, IYI: 2, 1961; S. Lusan, Diya Chevo 
i kak Normituetsya Trud, Lenizdat, Leningrad, 1960, pp. 34ff. E. Manevicu, “Principle 
of the Personal Incentive and Certain Wage Problems in the U.S.S.R.”. Problems of 
Economics, 11:1, 1959. 

8 See E. MANEVICH, 1959, op. cit.; Pravda, July 17, 1960; A. VErIMov, in Kommunist, 
1961:4, pp. 19ff, B. MIROSHNICHENKO, “Problems of National Economic Planning”, 
Problems of Economics, IV:2, 1961, pp. 17ff. 

9 S. KHEINMAN, “Problems of Production Organisation in Industry”, CDSP, XII:6 
1960, pp. 36ff. I. STARICHKOV, Voprosy Ekonomicheskovo Analiz Deyatelnosti Predptiatiia, 
Gosfinizdat, Moscow, 1959, pp. 53ff. = 
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Several Soviet economists and enterprise managers interviewed by 
this writer stated that labor norms and other worker performance 
standards could stand improvement at many plants. It was indicated 
that the majority of labor standards are not revised from year to 
year in compliance with changing conditions; and that there is much 
resistance to the replacement of historical standards by technically 
based standards. Employee attitudes and behavior were cited as the 
major obstacles to the upward revision of their performance standards. 
An editor of a very influential Soviet economic publication told this 
writer that employee opposition to the. tightening of their standards, 
and resulting deficient standards, are among the major problems 
in Soviet industry. Even Mr. Khrushchev openly acknowledges the 
tendency of Soviet workers to strive for easy standards. He very 
recently stated, “I was a worker myself, and I know full well that a 
worker does not live without a reserve”. 1° 


When this writer asked a number of enterprise managers whether 
Soviet workers resemble their American counterparts with respect to 
such practices as adopting added movements during time and motion 
studies, placing ceilings on output, ostracising rate busters, falsifying 
results and generally striving for easy standards, a few of them smiled 
and answered in the affirmative. 11 


Incentives linked to performance standards no doubt motivate 
Soviet workers to fulfil and overfulfil their standards. However, 
employees would tend to place ceilings on their output even when they 
are in a position to produce more for fear that their standards will be 
substantially raised in the future. Standards would rarely be over- 
fulfilled beyond the point where allowable monthly incentive compensa- 
tion is maximised. | 


The looseness or tightness of approved base standards tends to 
vary somewhat from job to job. Different levels of individual and/or 
group performance would be required for all workers to obtain a 
desired amount of incentive compensation during a given period. This 
situation frequently causes uneven results during the operating period, 
thus hindering coordination among the various shops and sections of 
the plant. 12 | 


Manager-Employee Interaction 


While Soviet workers strive for easy performance standards they 
often have an ally in their superiors. Enterprise management, shop 


10 Pravda, November 20, 1962. 

11 See for example, Pravda, October 12, 1962. For a general discussion see 
D. GROMEK, op. cit., chapters 13 and 15. 

12 E. Azarov, Ritmichmost v Rabote Predpiiatiia, Lenizdat, Leningrad, 1960. There 
are many conflicts between management and shop personnel in connection with the 
coordination of activities; Pravda, March 7, 1959, points out that one enterprise shop 
wanted to assemble 14 machines per month but the plan called for only three. Manage- 
ment slowed down the work in the shop, thus adversely affecting the shop super- 
visors’ and workers’ incentive compensation. See also E. MANEVICH, op. cit. 
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chiefs, foremen and other line personal all receive lucrative bonuses for 
fulfilling and overfulfilling certain performance standards. Managers 
receive quarterly premiums (bonuses) the size of which depends on 
the fulfilment and degree of overfulfilment of enterprise aggregate 
output, cost reduction and labor productivity targets. For this reason 
they desire easy overall enterprise targets. 1$ If easy targets are 
received there would be a tendency not to put as great a squeeze on 
worker performance standards which, in total, make up the enter- 
prise targets. The same holds true for lower level supervisors who 
are rewarded on the basis of a similar classification of performance 
standards as management. 14 However, if the enterprise as a whole 
is not successful in obtaining easy targets, superiors have no choice 
but to tighten up employee performance standards. 


Moral Stimuli v. Material Incentives 


Communist Party and trade union officials at the enterprise are 
supposed to constantly stimulate workers to reveal reserves, strive 
for tighter performance standards, and generally improve plant 
operations. However, as some readers may know, these officials are 
also evaluated and rewarded on the same criteria as enterprise mana- 
gement. For this reason they tend to go along with managers and 
employees in their efforts to obtain easy plans and performance 
standards. 15 This greatly reduces the effectiveness of these officials 
as a medium for stimulating and indoctrinating the labor force to act 
in accordance with the wishes of the regime. 


There are examples of party and union activities which have served 
to motivate employees to reveal reserves and to improve their perfor- 
mance. 16 However, such favorable stimulation of employees usually 
relates to specific programs and one shot affairs in response to higher 
orders. There are also periodic reports of workers, incited by a sense 
of moral obligation, who reveal reserves and undertake campaigns to 
improve enterprise operations. 17 Nevertheless complaints about em- 
ployee behavior greatly outweigh plaudits. 


It cannot be concluded that Soviet workers have no senes of moral 
obligation to the State. No doubt most of them take considerable pride 


13 A current elaborated discussion on this topic as well as much evidence and 
documentation can be found in B. RICHMAN, Informal Managerial Practices and Formal 
Enterprise Goals in Soviet Industry, Columbia University, Doctoral Dissertation, 1962. 
For an earlier discussion see J. BERLINER, Factory and Manager in the U.S.S.R., Harvard 
University Press, Cambridge, 1957. 

14 For an elaborated discussion see, R., DMITRIEVA, op. cit., pp. 198ff; N. TRUSIKEIN, 
op. cit, pp. TUf., E. MANEVICH, op. cit.; D. MEERZON, op. cit. 


15 See for example, Pravda, July 14, and August 14, 1962. For an elaborated 
discussion with much evidence and documentation see, D RICHMAN, op. cit., chapter 7. 


16 Ibid. 
17 See for example, Pravda, March 7, and July 13, 1959. 
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in their country and desire industrial progress. However, the desire 
for personal gain is a universal phenomenon recognised by past and 
present Soviet leaders. But the State has adopted various incentive 
systems that have precipitated worker behavior that is in conflict with 
its wishes. Many workers no doubt realise that by overfulfilling 
performance standards and maximising incentive compensation they 
are acting in the State’s interest. They overlook the fact that their per- 
formance standards were deficient to begin with. 


One recent Soviet source clearly points out the existing conflict 
between moral stimuli and material incentives related to performance 
standards. This source states: 


“Incorrect and unreasonable work indices for enterprises not only cause 
damage to the national economy but also create conflicts between lofty 
moral motivations on the one hand and the demands for plan fulfilment and 
material incentives on the other. What can be the effectiveness of 
educational work conducted through lectures, literature, motion pictures 
and painting if ill conceived incentives force a Soviet person in his 
work into actions that are contrary to his conscience and to’ his under- 
standing of the public good? After all, this is not an occasional! factor. 
Once it appears, it acts every day, every hour, and on a mass scale.” 18 


It is evident that monetary incentives are a much more potent 
factor of employee motivation in Soviet industry than moral stimuli. 


Employee Participation 


The Soviet policy that calls for widespread participation by the 
masses in the management of production, and the unharnessing of local 
initiative, is called “democratic centralism”, the term originating with 
Lenin, 18 Central authorities, including: Khrushchev, have placed 
vigorous and continued emphasis on worker participation in planning 
and decision making, particularly since the reorganisation of industry 
in 1957.20 As was mentioned above, this is based on the premise 
that the workers actually performing given tasks are in the best 
position to estimate their potential, to reveal reserves, and to generally 
improve enterprise operations. It is also felt that if workers have a say 
in the establishment of their plans they will fulfil them more effectively 
and efficiently. The various participating bodies to be examined 


18 Izvestia, November 22, 1961. 


19 See the related discussions by V. DYACHENKO, “Economic Role of the Soviet 
Socialist State”, in Problems of Economics, May 1958; and V. PERLO, in Political Affairs, 
April 1961. The principle of democratic centralism is similar to the philosophy of 
bottom-up management, decentralisation and consultative direction advocated by some 
American business leaders See for example, W. GIVEN, Bottom-Up Management, 
‘Harper, New York, 1959 R. CorRpiner, New Frontiers for Professional Managers, 
McGraw-Hill, New York, 1956. 


20 Pravda, May 7 to 10, 1957. 
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presently provide the apparatus for eliciting employee suggestions for 
improvement. The State utilises a system of remuneration to encourage 
worthwhile employee proposals. Such remuneration often motivates 
employees to initiate suggestions for improving operations and results. 
The nature and effectiveness of employee suggestion systems will be 
discussed in a later section. 


It is the responsibility of the enterprise Communist Party and trade 
union officials to mobilise, stimulate, and generally guide employee 
participation ‘at a given enterprise. At the enterprises surveyed there 
are certain standardised participating bodies. A great deal of time 
is spent in meetings, conferences and councils. Enterprise managers 
interviewed asserted that the principles of unity of. command and the 
scalar principle of authority?! are strictly adhered to in decision 
making, and participating bodies are only vested with the right fo 
propose, recommend and advise management. In cases of conflicts 
appeals may be made to superior authorities, or to enterprise party 
and union officials who, in turn, may take some action within or 
above the enterprise. But in all cases line management makes the 
final decisions within the enterprise. 


Permanent Production Conferences. 


Following the 1957 reorganisation of industry, Permanent Produc- 
tion Conferences have been installed at all industrial enterprises under 
the general guidance of the plant trade union committee and its chair- 
man.22 The members of the conference include workers, management, 
and party and union officials, and they are elected by the various shops 
and departments. The conference has an elected chairman, and con- 
ferences are called at least quarterly and any other time when important 
issues arise. At some enterprises the chairman is a leading worker. 


The main purpose of these meetings is to obtain widespread parti- 
cipation in decision making and suggestions from members, from the 
initial drafting stage of planning until the evaluation of final results, 
on a continual basis. The enterprise director requires the agreement 
of this body, and the plant trade union committee, in connection with 
the overall enterprise plan and the assignment of tasks within the 
plant. He is supposed to consider seriously all proposals and recom- 
mendations before he makes any final decisions, although his decision 
is binding. If his decision is in opposition to the majority vote, 


21 For a discussion of these principles see, H. Koontz and C. O'DONNELL, Principles 
of Management, chapters 7 and 14, MCGRAW-HILL, New York, 1959. These principles 
are similar to the Soviet principle of “one-man authority” (called edinoclachie). 

22 More than 7 million workers participate in these conferences at enterprises 
each year; see D Barkoy, U.S.S.R., September 1960, published by the Soviet Embassy, 
Washington, D.C. There were more than 100,000 such conferences at industrial enter. 
prises in 1959; see, M. GRUNKIN, Plan Nashevo Predpriiatita, p. 42, Lenizdat, 1960. 
See also W. EASON, in Management in the Industrial World, an International Analysis, 
pp. 6-7; papers presented at Princeton University Conference in Industrial Relations, 
November 1959; E. Brown, “The Local Union in Soviet Industry”, Industrial and Labor 
Relations Review, January, 1960. 
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members have the right of appeal to higher authorities above the 
enterprise. In such cases, this usually is done through enterprise trade 
union or party officials. 


At the enterprises visited, various matters are discussed, and much 
time is given to suggestions and planning proposals. In one enter- 
prise, a shift to a new production line was discussed; in another the 
introduction of new technology; and in a third, plant modernisation 
and production quotas. In other cases I was informed that the improve- 
ment of the organisation of production and the revision of labor norms 
were discussed. 23 


Enterprise officials stated that many valuable proposals relating to 
ithe improvement of operations and the utilisation of reserves are 
derived through these conferences. They indicated that in all cases, 
proposals are studied carefully and many are adopted. Several mana- 
gers indicated that disagreements between the director and the 
Permanent Production Conference seldom are taken to higher authorities 
for adjudication. Such disagreements are worked out at the plant 
level, through the director and the conference chairman, or in some 
cases by elected enterprise arbitration commissions. These commissions 
usually have about six to ten members. 24 


While a good number of sources indicate favorable results derived 
from Permanent Production Conferences, a substantial number also 
reveal shortcomings. There are frequent complaints that these con- 
ferences often do not exert any real influence on management, that 
much time is wasted, and that employee recommendations and proposals 
frequently are ignored. There is also much evidence that employees 
often strive to obtain easier quotas and other performance standards 
at these conferences. 25 In spite of these shortcomings many worthwhile 
employee suggestions evolve through Permanent Production Con- 
ferences. 


Technical Councils. 


There are technical councils, also called committees or commissions, 
at Soviet enterprises. These councils have been established on a 
widespread basis as a result of a 1958 central decree. The councils are 
of a permanent nature and their members usually are appointed by the 
director. 28 At the plants visited the councils are headed by the chief 


23 For actual cases of Permanent Production Conference Meetings at many enter- 
prises,: the agendas, experiences and outcomes, see the official Soviet publication 
Postoyanno Detstvuyushie Proizvodstvennyi Soveshanii, (dokumen’y), Profizdat, 1959. 

24 See the discussion in Sots, Trud, 1960:1, by E. GERSHONOY. 

25 See for example, Pravda, March 7, 1959, January 31, 1961, and July 2, 1962; 
Trud, March 24, 1959, pp. 3ff. 

26 Pravda, June 22, 1958. An editorial in Pravda, August 21, 1959, indicates that. 
these councils are set up on the initiative of the enterprise. All of the enterprises 
surveyed have technical councils. See also the informative article on technical councils. 
by S. FomicHEy and M. LUKASHIN, “Tekhniko-Ekonomicheskii Sovet Sovnarkhoza i 
Tekhnicheskie Sovety V. Otraslivykh Upravleniiakh i Na Predpriiatiiakh”, in Organizatsia. 
Upravwleniiakh Proizvopstvom, issued by the Moscow City Sovnarkhoz, 1960. 
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engineer. The director of one equipment plant indicated that all 
members are appointed with regard to their technical abilities. There 
are several workers on the technical councils at the enterprises surveyed. 


There are no standardised scheduled meetings. At the plants sur- 
veyed, the technical council meets at least quarterly, and at some 
plants as often as monthly. The meetings deal with problems relating 
to-both long-range and annual innovation, usually major innovation. 


Adopted proposals require the approval of the chief engineer, 
director, or higher authorities depending on their nature. At the enter- 
prises surveyed the officials indicated that the technical councils discuss 
a wide range of problems. In part, some of these have been the 
adoption of new products and the elimination of existing ones, product 
design and modification, the introduction and installation of new 
technology and equipment, the elimination or reconversion of existing 
facilities and equipment, improvement of technological and production 
processes and methods, improvement of the organisation of production, 
and shop and enterprise modernisation and reconstruction. 


Many Soviet sources present favorable innovation proposals and 
results forthcoming from the activities of enterprise technical coun- 
cils. 2? However, evidence strongly suggests that enterprise managers 
and workers alike, more often than not, oppose major innovation since 
short run results are hindered, and related incentive compensation 
often forfeited, when attention and resources are devoted to major 
innovation activities. 28 


General Enterprise and Shop Meetings. 


At the enterprises surveyed there are usually monthly enterprise 
and shop meetings, and if major problems arise special meetings can 
be called at any time. Frequently such meetings are called by the 
enterprise or shop party committee to discuss directives and plan 
indices. The director of one machinery enterprise stated that hundreds 
of employee suggestions evolve from these meetings, many of them 
dealing with sources of improvement. Anyone apparently has the right 
to be heard at such meetings, and appeals to higher authorities are 
possible if proposals are rejected. It was indicated that the appropriate 
direct superior usually irons out ‘any disagreements that may evolve 
from subordinates’ proposals. The same director also indicated that 
employees sometimes propose a reduction of planned tasks at these 


21 See for example, Izvestia, January 15. 1959; and, an article by S. FOMICHEY 
and M, LUKASHIN in Organizatsia Upravientia i Planirovania Promyshlennosti, Moscow, 
Gosplanizdat, 1960. 


28 One enterprise manager recently stated, “All personnel, without exception. 
are interested in having the plant produce the same machine for the longest possible 
time without any change whatsoever”, in Pravda, October 3, 1962, p. 3. See also, 
Pravda, July 23, 1962, Izvestia, November 21, 1961, May 25 and 29, 1962; Ekonomiches- 
kaya Gazeta, November 10, 1962, pp. 10-11: B. RiCHMAN, “Product Innovation in the 
U.S.S.R.: Causes and Effects of Managerial Opposition”, to be published in a forth- 
coming issue of the California Management Review. i 
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meetings. Many Soviet sources complain that employees use these 
meetings to try to. obtain easy performance standards, and that much 
unproductive time is spent in the various meetings. 29 


Council of Innovators and Council of Rationalisers and Inventors. 


Most enterprises, and all those visited, have a Council of Innovators 
and a Council of Rationalisers and Inventors. °° These two bodies are 
sometimes referred to as “social organisations”. ‘The former council 
is elected by enterprise personnel on the basis of technical ability, and 
the council consists of so-called “leading” workers (activists). Its 
major role relates to the initiation of proposals for a more efficient 
utilisation of reserves, and the study of new methods and procedures 
that could increase efficiency of plant operations. Many of the pro- 
posals are presented at the Permanent Production Conference meetings, 
and the Council of Innovators often serves as a screening apparatus 
to weed out unworthy proposals. The Council of Rationalisers and 
Inventors at each enterprise is part of a nationally elected organisation 
comprised of employees who have had worthwhile suggestions imple- 
mented in the past. This council discusses new suggestions and is 
also charged with encouraging all enterprise employees to initiate 
proposals for improvement. 


From the above discussion it is evident that much time is spent 
in the meetings of the various participating bodies by enterprise 
employees. Numerous Soviet sources complain that much unproductive 
time is expended in such meetings, and often employees try to obtain 
easy work loads and standards thus somewhat defeating the goals of 
participation. On the other hand, there is much evidence, which will 
be presented in the next section, indicating that many worthwhile sug- 
gestions result from employee participation. 


The Soviets are apparently convinced that the benefits from 
employee participation in planning and decision making more than 
offset the shortcomings. Mr. Khrushchev very recently called for more 
employee participation, more consultative direction on the part of 
managers, and the establishment of more participating and advisory 
bodies at industrial enterprises. 31 


29 See for example, Pravda, October 16, 1861, and most of the sources cited in 
footnote 25 above. 

30 For a discussion on these councils see S. KursaKov, Organizatsia i Planiro- 
vanie Izobretaleskoi i Ratsionalizatorskoi Raboty na Predpriiatiakh; pp. 26ff; Gospla- 
nizdat, Moscow, 1960. 

81 Pravda, November 20, 1962. 
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Employee Suggestion Systems 


Nature of Soviet Enterprise Suggestion Systems. 32 


The monetary incentive used to encourage employee suggestions 
for improvement takes the form of remuneration linked to the amount 
of annual net economies derived from implemented suggestions. In 
addition to monetary remuneration, the employee may derive prestige 
and recognition through membership in the National Society of 
Inventors and Rationalizers, and the Innovation Council of the enter- 
prise. If an employee initiates an exceptionally worthy proposal, or 
if he maintains an outstanding suggestion record, his picture is often 
put up on the enterprise bulletin board, and at times it even appears 
in the newspapers. The employee may also receive medals and other 
rewards from the State. I was told by managers at a number of enter- 
prises that some of their workers had received such forms of acclaim 
and recognition. In fact this writer met one such worker who invented 
a new type of precision measuring instrument at a machine tool plant. 
He seemed very proud of this accomplishment. 


Employee suggestions are often called “innovations”, although they 
are almost always minor rather than major innovations. They are 
classified as either rationalisations or inventions. A rationalisation is 
an improvement in existing methods, procedures or processes, while an 
invention usually involves a new instrument, tool, apparatus, material 
usage, or product improvements, There is a standard national scale 
which indicates the amount of remuneration to be paid as a proportion 
to total economies derived. 


The employee receives an initial lump-sum payment if his sug- 
gestion is implemented. This sum cannot exceed 25% of the total 
estimated remuneration based on total expected savings for one year. 
The balance of remuneration is paid on the basis of actual savings for 
one year. For rationalisations remuneration is based on the best 
results derived in any one of two years following implementation. For 
inventions it is based on the best results derived in any one of five 
years following implementation. 


There may be joint rather than individual suggestions implemented 
and the remuneration would be divided equally. Other enterprise 
personnel, such as designers, engineers and foremen who paritcipate in 
the development, perfection and initial implementation of suggestions 
are entitled to a share of the remuneration. However, in all cases the 
innovator(s) receive at least 65 % of the total remuneration. 


32 In addition to information obtained from interviews the following sources 
contain data on Soviet suggestion systems: S. KURSAKOY, op. cit.; M. GRUNKIN, 07. cit., 
pp. 36ff; I. NEKHOROSHEV, “The Economic Nature of Remuneration for Invention and 
Rationalisation Suggestions”. Problems of Economics, Il:4, 1959; S. Sreranov, “Role 
of Inventors and Innovators”, Problems of Economies, I: 4, 1958. 


564 BARRY M. RICHMAN 


If an employee innovation is adopted at other enterprises the 
innovator is entitled to prescribed remuneration from appropriate 
regional or republic authorities. Soviet officials interviewed indicated 
that it is often difficult to keep track of the implementation of all 
suggestions at all enterprises. For this reason the initial innovator is 
not always amply rewarded. However, each enterprise has a Bureau 
of Technical Information that disseminates innovation information to 
other enterprises, and in turn receives similar information from them. 
This serves as a type of check on: who implements whose suggestions, 
at least within the same region. 


In May 1959, the Soviet Government adopted a new statute on 
enterprise suggestion systems. 29 This statute provided for an increase 
of 25% in the size of remuneration awards for implemented sug- 
gestions. In addition, the statute called for the establishment of Bureaux 
of Rationalisation and Invention at all enterprises. This bureau has 
a permanent staff, the size of which depends on the total number of 
employees at the enterprise. These bureaus have been established to 
ensure that adequate time and analysis are given to employee sugges- 
tions. The bureau calculates the economies, other improvements, and 
the related costs, with respect to the implementation of suggestions. 
The bureau is subordinate to the chief technologist or directly to the 
chief engineer at smaller enterprises. Employee suggestions are first 
channelled to the Department of Technical Information where they are 
screened and processed. Then they are channelled to the Bureau of 
Rationalisation and Invention for analysis before a final decision on 
adoption and implementation is made by the chief engineer or chief 
technologist. ‘ 


Effectiveness of Suggestion Systems. 


It appears that suggestion systems in conjunction with the many 
opportunities for participation do motivate many Soviet workers to 
initiate worthwhile proposals. 


Table I below indicates the results of enterprise suggestion systems 
for the country as a whole for the 1940-59 period. There has been 
considerable growth in the number of suggestions made and introduced, 
and in the derived economies. The rising educational level and 
increased skills of the labor force has probably contributed significantly 
to this trend. In the years following 1959 the results are even more 
impressive probably because of increased emphasis on participation 
as well as the conditions set forth in the 1959 statute discussed above. 
In the first six months of 1960, 2 million suggestions were made of 
which 1.3 million were introduced. ® This resulted in annual economies 
of 650,000 new rubles, and the figure for the entire 1960 period was 
probably about double. For 1961, 2.5 million individuals made a total 


33 S. KURSAKOV, op. cit., pp. 26-27. 
34 Pravda, July 13, 1960, 
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of more than 4 million suggestions, of which 2.8 million were adopted 
and implemented. . This resulted in annual economies of more than 


1.7 billion rubles, 85 


TABLE I 


SUGGESTION “INNOVATION” RESULTS FOR THE NATIONAL ECONOMY — 1940-1959 
EMPLOYEE RATIONALISATION AND INVENTION 


1940 1945 1950 


mber of suggestions 
made {in millions) .. 591 387 1.241 


imber of suggestions 
idopted and intro- | 
iuced (in millions) . .202 .165 655 


sulting economics 

nd savings from in- 

‘rroduced proposals 

‘converted to millions 

of new rubles) .... 90.4 124.5 497.6 


1956 


2.376 


1.405 


736.1 


1957 


2.503 


1.537 


812.6 


1958 


2.961 


1959 


3.300 


.1816 2.000 


972.1 


1,100.0 


Source: S. KURSAKOV, op. cit., p. 8, table I. 


In recent years more than 5% of the total labor force have made 
suggestions and this proportion is growing. It appears that the Soviets 
have a long-range goal which would have 20 % of the total labor force 
making suggestions for improvement. 28 Suggestion system results for 
the economy as a whole appear to be quite impressive considering that 
resulting economies have been roughly equivalent to 15% to 2% of 
total annual state revenues in recent years. 87 


Remuneration to enterprise personnel from implemented sug- 
gestions has been, and is, fairly substantial. For the 1956-59 period 
the average annual remuneration paid to the total labor force for 
implemented suggestions was 245 (old) rubles; about the equivalent of 
one or two weeks’ wages at that time. For 1959 the average remune- 
ration figure for all industrial enterprises in the Leningrad Region was 
292 rubles, and for the Moscow City Region 276 rubles. The total 
remuneration for all adopted suggestions in the country amounted to 


35 Pravda, January 23, 1962. 


36 See S., STEPANOV, op. cit., D. 78; S. KURSAKOV, op. cit., p. 9; G. Amsimovy, “The 
Motive Forces of Technical Progress in the U.S.S.R.”, Probelms of Economics, II:1, 
1960, pp. 17ff. 


37 Deduced from data presented in Pravda, July 19, 1960, July 21, 1961, December 
11, 1962; Fiscalité dans l'Union des Républiques Socialistes Soviétiques; Ministre des 
Finances, No. 151, July, 1961, Paris, Imprimerie Nationale. 
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4.1% to 48 % of total annual economies for the 1956-59 period. In 
the Leningrad Region this figure was more than 5 %. 38 

Suggestion System results for 1960 at 10 enterprises surveyed are 
presented in Table II below. The table indicates that the average 
remuneration at eight of the nine enterprises reporting was roughly 
5% to 10% of average annual wages for one employee; or the equi- 
valent of two to four weeks’ pay. 29 These are fairly lucrative incentive 
payments, and they are above the national average achieved from 
1956-59. More than 60% (634%) of the suggestions made were 
introduced at nine enterprises, and the average savings derived per 
innovation was about 700 rubles. This is equivalent to more than six 
months’ pay for most employees. 


TABLE II 


RESULTS OF EMPLOYEE SUGGESTIONS IN 1960 FOR 10 ENTERPRISES SURVEYED 


3 8 g 4 È n° g 
si a 5 vi m pi & E a = 
2 E = 2 S s D Ei u E © S 2 K A 
Enterprise SE og E EEI: È Am ES 
E58 HE SE SERES EELE: Sk: 
ad S DO o 2 me © © ei 4 © © S g a Bi 
SEE EBS Ze Fesp 38938 sie 
EBR EEE 25 8888. ERBES 2282 
sningrad Machinery. 5,100 342 251 320,000 22,500 92 
oscow Machine Tool 5,200 500 300 (not (not Ki 
ca reported) reported) 
harkov Mining 
Equipment ..... vu 5,000 1,300 789 400,000 36,000 46 
harkow Air Condi- 
tioner ............ "5,500 296 200 165,000 12,000 60 
harkov Ball Bearing 5,000 561 333 420,000 22,000 66 
ningrad Shoe ..... 12,000 1,026 630 375,000 27,000 43 
oscow Silk ........ 2,000 184 133 110,000 11,000 96 
(not (not (not 
oscow Watch ..... 6,300 arten re 225,000 ene? ica 
harkow Clothing ... 3,350 195 103 128,000 8,900 55 
harkov Book ....., 2,000 120 108 46,000 3,400 31 


The ratio of total number of suggestions made to total number of 


enterprise personnel, at nine enterprises, was about 10%, somewhat 
better than the national average in the past. (It should be pointed 
out that an unspecified number of enterprise personnel are not entitled 
to remuneration for suggestions, and therefore this ratio, in terms of 


88 S. NEKHOROSHEV, op. cit., pp. 37-38. 
39 The average annual wages per REESE: at 10 enterprises surveyed ranged 
from 850 to 1,400 rubles. 
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eligible personnel, would be higher.) At each of the nine enterprises 
reporting, the ratio was at least 5%, and at a mining equipment plant 
it was about 25%. At three of the enterprises the actual number of 
individuals making suggestions was as follows: (1) silk - 110 em- 
ployees, (2) clothing - 168 employees, (3) mining equipment - 380 
employees. From these figures it appears that a fair portion of the 
total labor force may take an interest in rationalisation and invention. 
At the above three enterprises more than 5% of all employees made 
proposals, and on the average no one person made more than about 
1.5 to 2 suggestions. 


Table II also indicates that for eight enterprises reporting the total 
remuneration payments were 7% to 8% of total related economies. 
This figure is above the national average of prior years. Remuneration 
for adopted suggestions goes mainly to workers and general plant 
employees, rather than to management or technical personnel speci- 
fically engaged in innovation activities. Clerical employees also fre- 
quently have their suggestions implemented. 


It is evident from the above data that suggestion systems are fairly 
effective in Soviet industry. The remuneration, and probably to a 
lesser degree the non-material incentives such as recognition and 
prestige, motivate many employees to initiate worthwhile proposals. 
However, the variation among the size of individual awards appears 
to be great. The larger awards probably go, year after year, to many 
of the same individuals who possess a special talent for innovation. 


Soviet sources present numerous examples of large awards made to 
individuals who continually succeed in having a sizeable number of 
their suggestions adopted. In many cases, remuneration from this 
source has exceeded the basic pay of these employees. # At the 
Leningrad machinery plant surveyed, in 1960 one worker developed a 
new precision measuring instrument and he received remuneration of 
325 new rubles, the equivalent of nearly three months’ basic pay. His 
invention is to be utilised by other plants as well, and additional 
remuneration will result. An employee of one of the laboratories of 
the silk factory had a proposal introduced in 1959 which resulted in 
savings in the processing of acetate silk. This innovation was intro- 
duced at other plants in the region and the innovator to date has 
received 525 new rubles in remuneration, about the equivalent of five 
months’ basic pay. Activs of this type would no doubt be the ones 
who, intensely and continuously, make significant suggestions and 
participate in enterprise planning. 

On the other hand, there is much evidence that a large number of 
suggestions lead to negligible economies. One recent Soviet source 
estimates that economies and related remuneration are not even 
calculated for about 50% of all suggestions at many enterprises. 
In such cases, the remuneration seldom would exceed 10 rubles and 


40 See the actual examples in S. NEKHOROSHEY, op. cit., and S. STEPANOV, op. cif. 
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the innovator may receive an ad hoc token payment. Economies from 
23.3 % of all introduced proposals at the enterprises in the Leningrad 
region were not calculated in 1959. 41 


Obstacles to Suggestion Systems. 42 


It is obvious that the State desires the implementation of all worth- 
while employee suggestions. No doubt employees often make some 
judgment of the effect their suggestions would have on their perform- 
ance standards linked to monthly incentive compensation. If their 
suggestions will lead to more difficult performance standards in the 
future, they may find it more beneficial to forfeit the remuneration 
and not upset their chances of regular incentive compensation. While 
workers in Soviet industry may have less of a possibility of working 
themselves out of their jobs than in the West, on many occasions they 
may deem it best not to upset the status quo. A number of Soviet 
enterprise managers interviewed indicated that some employees have 
a tendency to “hoard” worthwhile suggestions for improvement. 


Managerial action is also, at times, an obstacle to the implemen- 
tation of beneficial employee proposals. No doubt the boss’s ego comes 
into play at times. Foremen and other supervisors may discourage or 
stifle some suggestions so as not to appear to be weak in their area. 
of competence. However, it would probably be more difficult for a 
supervisor to stifle employee suggestions in a Soviet as compared with 
an American enterprise since there are numerous channels of appeal, 
and many platforms from which the employee can put forth his sugges- 
tions. More important, with respect to managerial opposition, is the 
fact that the managers and supervisors, with few exceptions, desire 
easy targets and performance standards for the enterprise as a whole 
and for their own departments. For this reason managerial personnel 
at all levels within the enterprise are generally reluctant to indicate 
all potential economies during the planning process. This often results 
in the “shelving” of some worthwhile suggestions until a more auspi- 
cious time. Both managers and employees would tend to strive for 
enough economies, through the implementation of suggestions during 
: the operating period, necessary to fulfil and overfulfil performance 
standards. This would be the case in order to receive a desired amount 
of incentive compensation. The easier the approved performance 
standards, the less need to implement suggestions in the fulfilment of 
plans. `. Many suggestions that would result in economies above the 
amount required for the receipt of maximum incentive compensation 
would’ probably be stifled since more difficult plans would result in 
subsequent periods. On the other hand, if management is of the 


41 S. NEKHOROSHEV, op. cit. 

42 See the related discussions in B. RiCHMAN, 1962, op. cit., chapter 6; Pravda, 
August 9, 1962; I. Marvskı and A. FOMIN, op. cit., pp. 24ff.; D. GRONICK, op. ett., 
pp. 196ff. 
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opinion that enterprise plans cannot be fulfilled, even taking into 
account all potential economies, many suggestions may be shelved in 
order to try to ensure for easy plans in the next period. 


One Soviet source discloses that at the enterprises in the Sverdlovsk 
economic region the number of employee suggestions approved as 
worthy but not yet implemented as of November 1957, stood at 
19,000.48 At a ball bearing plant visited by this writer, although 428 
suggestions were approved in 1960 only 333 were implemented. This 
means that almost 25% of the approved proposals were not utilised, 
thus providing the plant with a reserve source of economies. At a 
clothing factory out of 163 approved suggestions only 103 were 
implemented. This reflects a shelving of 37 % of the proposals. It is 
possible that not all the shelved suggestions were hoarded specifically 
for use at a more auspicious time for management, but no doubt many 
were. 


In spite of the above obstacles, it can be concluded that suggestion 
systems in conjunction with the many channels for participation 
encourages and enables many employees to initiate worthwhile pro- 
posals. The total economies resulting from implemented employee 
suggestions are quite substantial at many enterprises, and on a national 
scale. 


Summary and Evaluation 


The Soviets rely very heavily on incentive compensation as a device 
for employee motivation. Monetary incentives take two basic forms: 
(1) piece-rate wages and bonuses linked to performance standards, 
and, (2) remuneration linked to the economies derived from imple- 
mented employee suggestions. 


The major problem with the incentive schemes linked to perform- 
ance standards is their impact on employee motivation during the 
planning process, Employees generally strive for the establishment 
of easy standards, and sound standards are an essential prerequisite if 
the incentive schemes are to be highly effective. During the operating 
period workers tend to place ceilings on their efforts even when they ` 
are in a position to perform better for fear that their standards will 
be raised in the future. Since individual and collective performance 
standards tend to vary in terms of their looseness and tightness: within 
a given plant, this frequently causes uneven results and hinders co- 
ordination of the different shops and sections. In spite of these. short- 
comings performance standards are essential for the coordination of 
activities toward the achievement of enterprise objectives; -and the 
presence of monetary incentives may well liberate more of the ‘workers’ 
productive capacity. The Soviets have not considered abolishing 


43 S. STEPANOV, op. cit., pp. 77-78. 
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incentive compensation linked to performance standards although they 
are continually searching for new and more effective employee incentive 
schemes, 44 


The remuneration for implemented employee suggestion rail; 
ofisets the dysfunctional effects of the incentive schemes linked to 
performance standards. Such remuneration, and to a lesser degree the 
non-material incentives of recognition and prestige, encourage many 
employees to reveal hidden reserves and initiate proposals for improve- 
ment. Evidence indicates that suggestion systems in Soviet industry 
do succeed in flushing out many sources of economic improvement that 
may not otherwise be revealed. 


The Soviets realise that remuneration and the other non-material 
incentives are not enough to elicit suggestions from employees. For 
this reason there are a number of participating bodies at every 
industrial enterprise. The various conferences and meetings provide 
a platform from which employees can put forth their suggestions. A 
number of channels of appeal, such as trade union and party officials, 
are open to the employee if he feels his proposals are unjustly received. 
In recent years more clearly defined procedures for screening, pro- 
cessing and analysing suggestions, as well as a permanent bureau, 
have been established at Soviet enterprises. All of these devices have 
resulted in more effective suggestion systems and greater economies. 


Employee participation in planning and decision making is clearly 
beneficial inasmuch as it enables many worthwhile proposals to be 
considered and implemented. It can also be beneficial as a device for 
informing employees about what is to be done, and for eliciting greater 
cooperation in this connection. On the other hand, evidence shows that 
much unproductive time is spent in the meetings of the various partici- 
pating bodies. There is also much evidence that employees often use 
participation in an effort to obtain easy work loads and performance 
standards, thus somewhat defeating the purpose of participation. With 
all these shortcomings the Soviets are apparently convinced that they 
benefit from employee participation, and more participation is urged 
by the Soviet leaders. 


44 Several prominent Soviet economists and industrial officials have very recently 
proposed changes in both managerial and employee incentives. Some of the proposed 
incentive schemes receiving the greatest attention are similar to the incentives adopted 
in Czechoslovak industry in 1958-59. These incentive schemes contain elements of 
both the Scanlon Plan and the recent Kaiser Steel Plan. For a discussion of the 
Czech incentives see D RICHMAN, 1962, op. cit., chapter 13, and Appendix C. One 
recent Soviet proposal would have workers’ earnings linked to overall enterprise 
labor productivity performance over a period of several years; see Z. ATLAS, Ekon. 
Gazeta, October 16, 1961, p. 30. Other Soviet experts are calling for more collective 
worker incentives, various types of profit sharing for employees, as well as a profit 
motive for enterprise managers. See for example, the discussions by E. LIBERMAN 
in Pravda, September 9, 1962; and Ekon. Gazeta, November 10, 1962. See also other 
E in Pravda, April 9, 1962, and Ekon. Gazeta, March 26, April 2, and October 
6, 1961. 
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In spite of all the indoctrination utilised by the Soviets to bring 
employee behavior in line with the wishes of the State, material incen- 
tives and not moral stimuli are the most potent motivating force, and 
have the greatest impact on employee behavior. The desire for 
personal gain is a universal phenomenon that cannot be eliminated 
or underestimated. This is true no matter what devices a given regime 
utilises in an attempt to have the population place state-interests above 
self-interest. This fundamental truth is reflected in the words of Craw- 
ford Greenwalt, head of the Dupont Corporation: 4 


“That nation is strongest that provides whatever incentives are needed 
to make people do their best. That nation is weakest that fails to 
utilise the tremendous power of self-interest.” 





45 Incentives in Industry, Esso Standard Oil Co., Employee Relations Dept. 
Report No. 8, 1952, p. iil 


STATE ENTERPRISE IN FINLAND 


by 
. Ingvar S. MELIN, 
Svenska Handelshégskolar, Helsinki 


State-owned enterprises in Finland can be divided into the following 
types: 


(1) Government departments engaged in business activity. 
(2) State establishments formed for business activity. 
(3) State companies which are — 

(a) completely owned by the State, or 

(5) partly owned by the State and controlled by it. 


Under (3) one might also include (c) companies in which the State 
owns less than half the shares but which the State is obliged to support 
because of the often depressed state of the industry or company or to 
facilitate the financing of the company. These enterprises cannot be 
said properly to be nationalised as state participation has not been 
undertaken with that end in mind. 


The types of government department engaged in business acitivity 
in Finland, as in most countries, are represented by such forms of 
state enterprise as the post office, telecommunications and railways. 
A characteristic of these types is that in these the state activity takes 
the same form and has the same mode of operating as the state 
administration in general. Its primary purpose is to serve the commu- 
nity; social necessity often affects its administration, particularly as 
far as taxation is concerned. The Government and Parliament exercise 
a decisive influence over both the direction and the extent of activities 
through financial grants for new investments or by defraying losses; 
profits usually go to the State and are entered into the budget. Since 
this kind of state enterprise is run as part of the administration, the 
wage-rate structure and the terms of employment follow the civil service 
pattern. 


In order to get the most effective results from its activities, a certain 
independence is allowed to this type of state enterprise, but still it is 
heavily criticised mainly because of its dependence on the state budget 
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in which every year funds for both the running and capital expenses 
of the work are granted. This is usually regarded as a great weakness, 
partly because the enterprise in difficult situations cannot take the 
proper measures, but has to wait until means have been granted in 
the state budget. Decisions dictated by the vicissitudes of party 
politics via the state budget also can force the enterprise into invest- 
ments and decisions which cannot be regarded as rational from a 
strictly economic point of view. However, since a great part of these 
dependent enterprises have a pronounced monopoly-position and because 
they also serve the public it is considered that they should submit to 
the control imposed by the detailed budget procedure. 


Generally government departments are no longer considered to be 
the type of organisation best adapted to modern needs. At an ECOSOC 
conference in Rangoon in 1954 concerning administration of state 
enterprise many critical objections were made against government 
administrations. These objections, in the light of Finnish experience, 
seem somewhat exaggerated. 


A position midway between the Civil Service departments and the 
state companies is held by the state establishments formed for business 
activity. On the one hand this type implies considerable government 
and parliamentary control. From the budget point of view it is largely 
the same as a government department. On the other hand the enter- 
prise is deliberately given greater independence than is usually possible 
with a government department. Their wage systems are freer, and 
in such matters as hiring of employees there are variations from 
government practice. To separate these types of organisations from 
the first is justified for they constitute legal entities in their own 
right—in Finland since 1931—though the extent of this type of state 
activity in Finland now is very limited. As to the management of 
these establishments the following principles have been instituted by 
a law of 1931, according to which “The industrial establishments of 
the State shall be managed and utilised according to sound business 
principles in a productive way for the interests of the State with the 
intention of making profits”. 


A conspicuous tendency in Finland as well as in Sweden and 
Norway is the effort of the State to give its enterprises greater freedom 
of action; from a system of closely restricted administration such as 
government departments there has been a development towards types 
of enterprises more independent of government and parliament. In 
Finland the type of state company has been chosen to avoid bureau- 
cracy and make state enterprises more competitive. 


There are many different variations even when a state enterprise 
is run as an ordinary company. There are companies which are com- 
pletely state owned and companies in which the State is a shareholder 
while the rest of the shares are privately owned. The characteristic in 
both cases is that the activity of the company is carried on according 
to the civil corporation law and accountancy methods. In the compe- 
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tition with private firms the state companies have no special privileges 
and they are subject to taxation in the regular way. 


The political structure of Finland varies completely with the other 
Scandinavian States; Finland has not as a free nation had a Socialist 
majority in the Parliament except for the bare majority in the 1958 
election (101-99). After the 1962 election the “bourgeois” parties held 
113 out of 200 seats in the Finnish Parliament. On the left side, 
however, we find a strong Communist party which now holds 23.5 per 
cent. of the seats in Parliament. Further, there is a more radical group 
of Social Democrats (1 per cent.) and the old moderate Social Démo- 
crats (19 per cent.). 


Although the State is the largest single business entrepreneur, the 
economic life of Finland is dominated by private enterprise. Never- 
theless, the State’s share in the ownership and operation of business 
enterprises is today rather large considering that it was largely 
acquired by non-Socialist governments. The overwhelming reason for 
this is the lack of domestic private capital. In many fields only the 
State has been able to do the financing or as is often the case has 
been willing to risk capital. An example of this is mining. In the 
1920s, the Government purchased the Outokumpu copper mine when 
the private company operating -it was unable to obtain capital for 
further, then not very promising, operations. Today Outokumpu is the 
biggest mining enterprise in the country and makes Finland Europe’s 
largest producer of copper. Likewise the State was the first organi- 
sation interested in exploiting the country’s iron-ore deposits in greater 
scale, 


As owner of some 30 per cent. of the country’s forest area, the 
State is heavily engaged in the forest industry. In this field too the 
Government stepped in and bought up several wood-processing concerns 
to handle the products of its own forests. The most important of these 
is the Enso-Gutzeit Company which owns ten factories and one power 
plant. In 1962 some 10 per cent. of the exports of Finland were 
products of Enso-Gutzeit. 


As in the Scandinavian States the railroads are owned and operated 
by the State, as are the telegraph and telephone services, although the 
major part of the network of local telephone lines remains in private 
hands. 


The Finnish Government produces four-fifths of the marketable 
electricity supply in its state-owned power plants. It owns and operates 
the big. Valmet Company which is in the metallurgical and ship- 
building trade. The state alcoho! monopoly is organised as a company 
and operates moreover as a subsidiary the biggest restaurant chain 
in Finland. 


Altogether, state-owned enterprises turn out 16 per cent. of the net 
national product. Some 20 of these enterprises are run as joint-stock 
companies and operate under the same laws and regulations as private 
undertakings. Thus it is usually much easier in periods of capital 
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shortage for state enterprises to obtain loans from the State than for 
private companies to do so. The parliamentary control, as in Sweden, 
does not satisfy a great number of deputies, who claim that the tax- 
payer’s money should be controlled by the elected representatives of 
those who have furnished it rather than by those who spend it. The 
control of state companies has been the subject of a governmental 
research committee, the report of which was published in 1962. 


The statistics for the most important Finnish state companies are: 


Company re Mor ee Branch 
(in dollars) (percentage) 
Aero Oy ....... 2.8 million 82 1,413 Airlines 
Oy Alkoholiliike Ab 3 ” 100 1,981 Alcohol monopoly 
Enso-Gutzeit Oy. 255 ” 77 18,055 Paper & pulp 
factories 
Imatran Voima Oy 184 ” 100 2,632 Waterpower plant 
& waterpower 
construction 
Kemijoki Oy .... 216 ” 97 2,332 Waterpower plant 
í partiy under 
construction 
Neste Oy ....... 64 ” 100 ` 763 Oil refinery 
Otanmäki Oy ... 89 ” 100 817 Iron mines 
Oulu Oy ....... 11 © 51 2,881 Paper & pulp 
factories 
Oulujoki Oy .... 94 P 91 1,350 Waterpower plant 
partly under 
construction 
Outokumpu Oy . 125 ” 100 4,515 Copper mines 
Rautaruukki Oy . 125 ” 04 under Steel mill 
construction 
Rikkihappo Oy . 31 ” 100 1,711 Chemical industry 
Typpi Oy ...... 65 ” 100 721 Nitrogen factory 
Valmet Oy ..... 85 ” 100 7,990 Metal industry 
Veitsiluoto Oy .. 131 ” 100 2,853 Paper & pulp 
factories 
Oy Yleisradio Ab 0,942 ” 100 855 National broad- 


casting & tele- 
vision company 


1 Including other state companies, the National Pensions Institute, the Bank 
of Finland. 2 Including other assets. 
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In Finland there are some 20 government departments or state 
establishments formed for business activity; the most important of 
these are: 


Employees 1962 
The State Railways 


with a capital of 439 million $ in 1962 35,500 
The Post and 
Telegraph Office 82 ” =” ” 1962 35,000 


The Forest Admi- 
nistration ...... A0 7 ” ” 1958 12,500 


CONSUMERS’ CO-OPERATION IN NORWAY * 


by 
Reidar HAUGEN, 
General Secretary, N.K.L., Oslo 


Introduction 


] will try fo give you a picture of the history, the organisation, the 
development and the tasks we are facing today. 


It is not necessary to dwell upon the co-operative principles as you 
all know them very well. It is sufficient to underline that Consumers’ 
Co-operation in Norway is strictly based on the Rochdale Principles. 


History 


The history of the Consumers’ Co-operative Movement in this 
country can be divided into three relatively strongly separated periods. 
The first period takes us back to the years around 1850, to the days 
of the Thranitter movement. It was a well-known labour leader Marcus 
Thrane and his men who saw in the Co-operative Movement a tool to 
improve the social and economic conditions for the masses. The first 
sporadic attempts to start co-operatives, however, were not successful, 
and after some time the interest tapered off. I would like to emphasise 
that these attempts were made as early as in the middle of the nine- 
teenth century. I need only mention the year 1844 and Rochdale. 


The first part of the history of the Consumers’ Co-operative Move- 
ment did not leave any particular marks—“leaving but distrust for the 
whole idea”— was the sentence of the well-known Norwegian national 
economist Jacob Neumann Mohn. 

A second attempt was made in 1860 and in 1877 no less than 
250 retail societies, with altogether 32,000 members, existed in Norway. 
These societies were founded on the genuine Rochdale Principles, but 
most of the societies nevertheless broke the rule of trading for cash. 
When a severe economic depression hit the country in 1878, most of 


* Statement presented to the 33rd International Co-operative School, Oslo, 31 Au- 
gust to 10 September 1963, 
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the societies went bankrupt. At that time we also had a central 
organisation (Spareforeningenes Samlag) under the leadership of Helge 
Vaeringsasen, a well-known forest-owner who took great interest in 
social questions. 


The modern period of Consumers’ Co-operation in Norway started 
at the end of the century. Oslo Samvirklag—the Co-operative Society 
of Oslo—was established in 1894 under the leadership of the well- 
known lawyer, Ole Dehli, who later on also became the founder of the 
Norwegian Co-operative Wholesale Society and Co-operative Union— 
Norges Kooperative Landsforening—usually called N.K.L. 


The N.K.L. was founded in 1906 with 19 affiliated societies with 
6,000 members. From this time the really organised development of 
Co-operation took place. 


Development 


The organised Norwegian Consumers’ Co-operative Movement has 
developed step by step as these figures show: 


Turnover (1,000 kr.) 


Affiliated Retail 


ZS societies Members \ societies NBL, 

1907 28 6,347 2,327 183 
1917 237 60,000 39,867 sui 

1927 | 439 100,438 101,682 25,078: 
1937 585 160,107 168,254 54,105 
1947 1,081 257,308 421,384 09,483 
1957 1,139 303,199 1,258,100 315,571 


1962 . 1,035 317,961 1,569,363 458,328 


Structure and Organisation of the Societies 


x 


So far the societies mostly are quite small and most of them have 
just one shop. The retail societies are established on local initiative 
and the shops are owned by the societies which are autonomous bodies. 
Any person who is in agreement with the object of the co-operative 
society may become a member. The organs of the societies usually are: 
‘ the Annual Meeting, the Board and the Auditing Committee. 


A point to be mentioned is that Consumers’ Co-operation in Norway 
is strictly neutral in political and religious questions. We, therefore, 
also include members from all groups of the population as follows: 
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Per cent. 
Workers in industries .................... 33.0 
S ” agriculture and forestry ...... 10.0 
= = AHANSDOrE ee SE 6.3 
è ” fishing and whaling .......... 2.0 
Independent farmers ..............,........ 26.6 
i Wl E TEE 4.4 
si > industrialists ................ 6.0 

di ” master artisans, traders, etc., 
salaried employees ...... sia 11.7 


Organisation of the N.K.L. 


In Norway we have just one central organisation the N.K.L. carrying 
out both the ideological and organisational work and, at the same time, 
acting as a wholesale society. 


The organs of the N.K.L. are the following: the Congress; the 
District Societies; the Board of Representatives; the Board of Directors; 
the Auditing Committee. 


The Congress is the highest authority of the N.K.L. and is now 
convened every third year. The number of the delegates—who are 
elected by the District Congresses—may not exceed 300. The Congress 
receives reports from the Board of Directors, the Board of Repre- 
sentatives and the Auditing Committee. In addition it is the responsi- 
bility of the Congress to decide on co-operative policy, to elect five 
members of the Board of Directors and the Auditing Committee. 


The retail societies are affiliated to 17 District Societies. The 
District Societies have to plan and carry out propaganda and educa- 
tional activity on behalf of the N.K.L. in the districts, and to be the 
co-ordinating organ between the retail societies, and to safeguard the 
consumers’ common interests in the districts. 


The District Societies elect 23 members to the Board of Repre- 
sentatives, which consists altogether of 25 members, two being elected 
by the staff of the N.K.L. The Board of Representatives is the highest 
authority of the N.K.L. between the Congresses. Its main task is to 
see that the Board of Directors is working in conformity with the 
legislation, the statutes and the decisions of Congress. 


Also the Board of Representatives is responsible for the election of 
four members to the Board of Directors. 


The Board of Directors consists of nine members—six of them full- 
time officials of the N.K.L.—namely the President, the General Secretary 
and the four Directors elected by the Board of Representatives. These 
Directors are in charge of the Grocery Department, the Hardware 
Department, the Textile Department and the Economic Department, 
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_while the General Secretary is in charge of the Organisational Depart- 
ment. 

To the Organisational Department belong all types of educational 
work—the College, the Press, etc. This Department is also in charge 
of the work of development, concentration, etc. 

The N.K.L. is also a member of the Scandinavian C.W.S. and 
approximately 25 per cent. of our goods are imported through this 
Society. 

In addition to the above activity, the N.K.L. also runs three insurance 
companies and one co-operative bank. 


Economic Activity of the Co-operative Union and 
Wholesale Society. (N.K.L.) 


The wholesale activity of the Norwegian Consumers’ Co-operative 
Movement is carried on by the N.K.L. In 1962 the total sales of N.K.L. 
amounted to 458 million kroner from ten district depots all over the 
country. 

The sales of the local societies are principally foodstuffs. This is, 
of course, also reflected in the sales of the N.K.L. In 1962 the sales of 
the Grocery Department alone represented 51 per cent. of total sales, 
the distribution of which is as follows: 


Per cent. 
tele Er Ft esseva Govan ions 51 
Fruit, vegetables, fish ........... asa a 7 
Hardware. scsi uit 22 
Electrical equipment nern 6 
KR EE 14 


The N.K.L. owns and runs 11 industrial undertakings, organised 
in seven daughter companies. These companies have a total production 
of 130 million kroner. Their production is mainly sold through the 
N.K.L. wholesale departments and the local retail societies. The 
factories comprise: three margarine factories; one flour and one soap 
factory; one factory for production of chocolate; Luma and Prior pro- 
ducing bulbs, radio and TV; one factory for electric washing machines 
and electric appliances; one clothing factory; one shoe factory. 


Activity and Expansion of the Local Retail Societies 
At the end of 1962, 1,037 local retail societies affiliated to the N.K.L. 


These societies had altogether 318,000 active members and a total 
turnover of 1,570 million kroner from 2,133 shops. The sales figure given 
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is a net figure, that is, the general sales tax which in this country 
amounts to 10 per cent. has been deducted. These figures indicate that 
almost one-third of the families in this country buy a larger or smaller 
part of their goods from the societies. 


An investigation for the year 1962 shows that the local co-operative 
societies take approximately 12 per cent. of total retail sales in this 
country. In the rural areas the local co-operative societies are rather 
strong, while in the urban areas the Co-operative Movement is in a 
weaker position. We usually assume that local co-operative societies 
in the rural areas have about 27 per cent. of total retail sales, while 
local co-operative societies in the cities represent 3 to 4 per cent. 


Structure of the Shops 


Most local retail societies have a rather large assortment of goods 
in their shops and the greatest part of the sales take place in these 
shops. The turnover is, however, mainly based on groceries and pro- 
visions. Approximately 60 per cent. of the sales consist of what can 
be called “daily needs”. 


Sales of the local retail societies break down as follows: 


Per cent. 
EE 41.9 
bread, Milk. Cte, Secure 6.5 
Meat... sl eier Se 9.2 
Textiles, shoes ..........,.............,. 11.7 
Hardware, electric equipment ............ 13.3 
Fertiliser, cattlefeed, etc. ...........,...... 14.5 
Gasoline, oil EE 1.9 


The sales of non-food articles, that is textiles, shoes, hardware, 
electric equipment, etc., constitute approximately one-quarter of total 
sales. These non-food articles are mainly sold through the general 
shops (60 per cent.) while the rest, 40 per cent., is sold through the 
almost 300 non-food shops owned by the Co-operative Movement. 

Most retail societies are, however, small and have only one shop. 
20 per cent. of the societies have a turnover of less than 400,000 kroner. 
These societies, however, only represent 5 per cent. of the total sales 
of the retail societies. We have 400 societies (35 per cent) with a 
turnover of more that 1 million kroner. These societies own more than 
half of the shops and represent as much as 70 per cent. of total sales. 


Norwegian retail trade is characterised by many small shops. Aver- 
age turnover in private shops is approximately 400,000 kroner. The 
average turnover of the local co-operative shops is, however, 738,000 
Kroner, There are more than 2,000 self-service shops in Norway, of 
which the Co-operative Movement have one-third. 
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By the end of 1962 the retail societies had a total capital of 716 
million kroner. More than 235 million kroner were invested in goods. 
in the warehouses, while property and furniture, fixtures, etc., had a 
book value of 300 million kroner. 


Demand and requirement for capital have increased considerably 
in the post-war years. During the 15 years 1945-60 the capital at our 
disposal increased six times, from 99 million kroner in 1945 to 596 
million in 1960. In 1962 it was, as I mentioned before, 716 million. 
The book value of property and equipment increased in the same period 
by more than 240 million kroner. 


Problems and Policy: Structural Changes 


As in many other countries in Europe, a very rapid economic and 
social development has taken place in Norway since the Second World 
War. 


Based on our water power big industries have been established in 
different areas. Sunndalsøra, Mo i Rana. Mechanisation of agriculture 
and fisheries has caused big structural changes. Many people — espe- 
cially young people— are attracted to the cities and other industrial 
centres. 


In 1900 approximately 35 per cent. of the population lived in the 
cities and industrial centres, In 1960 more than 50 per cent. of the 
population live in these areas. 


There has been a considerable rise in the standard of living. Most 
people enjoy today quite reasonable incomes, a fact which is confirmed 
by the figures for, e.g. private cars. In 1961 we had one car per 
13 inhabitants. At the end of 1962 there was one car per eight 
inhabitants. 


All these structural changes as we may call them naturally will lead 
to great changes in the structure of the local societies. 


Only a few years ago most of our societies in the rural districts 
supplied their members with nearly all the goods they needed. Today 
the situation has changed. Seventy-eight per cent. of all textile goods, 
furniture, hardware, etc., are sold in the cities and bigger centres. 


As the co-operatives do approximately 27 per cent. of the retail 
trade in the rural districts and between 3 to 4 per cent. in the cities, 
you will understand the problems we have to face. 

. Most of our societies are quite small, but the trend, as in other 
countries, is towards bigger societies and bigger shops. 

This is the background for our work today. In 1960 I had the 
pleasure to introduce to our Congress a report on the structural changes 
and a programme for the policy to be adopted by the local societies 
today. 
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The programme was unanimously adopted by Congress and on this 
basis our Organisational Department has systematically worked since, 
in creating stronger and bigger societies. 


Already we have got some results, In 1960 we had 1,082 societies. 
Today we have 1,000. 


By a look at our very long country with its deep fjords and a 
scattered population, the difficulties in building really big concentra- 
tions will be realised. 


In a democratic organisation such as the Consumers’ Co-operative 
Movement, it is for the members to settle the tempo of the work. 


It seems, however, that our members understand the necessity of 
concentration and support our work in this field. And if I dare pro- 
phesy, in a few years we will have about 500 societies or less. 


Over a long period I would imagine that a natural goal would be 
a figure between 100 to 200 local societies. 


The answer to the question “Why do we concentrate?” is: 


To create possibilities for faster development, to create modern 
“daily needs” shops, and to be in the right position to meet the harder 
competition in the retail field. 


One of our big tasks today is to create a convenient shop network 
in our cities to take care of the marketing of what we call “special 
goods”, such as clothes, furniture, electrical equipment, etc. So far 
just a few department stores have been established, but in the coming 
years we are sure to build many more. 


As in most countries today, Co-operation in Norway acts on two 
well-known ideas: concentration and integration. 


Through new and better systems, we are going to create bigger, 
better and more efficient societies and shops and to create the most 
intimate connections between the societies and the central organisations. 


International Relations 


As a sea-minded people, Norway has always had many and good 
relations with other countries. So also with the Co-operators of 
Norway. For many years we have been a member of the I.C.A. and 
we take great interest in the work of the Alliance. 


The N.A.F. (Scandinavian Wholesale Society) as I have mentioned 
before, was founded already in 1918. Today the work of this society 
also embraces organisation of joint industrial undertakings, and prac- 
tical collaboration between Co-operative Organisations in the Nordic 
countries, 


I hope that this short introduction has shown to you that Co- 
operation is fairly strongly based in Norway. We are, however, just 
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a small piece of the co-operative network all over the world. We 
realise, though, the big role Co-operation may play in our world today 
in creating better conditions of living especially in the developing 
countries. This work must be the main common co-operative task 
today. The Co-operators of Norway fully support this work and wish 
the I.C.A. all success in the years to come. 


WORKING OF GOVERNMENT ENTERPRISES IN INDIA, 1961-62 


by 
M. L. DANTWALA, 


Vice-President of the Indian Society of Agricultural Economics, Bombay 


It is now widely accepted that public enterprises have a key role 
to play in the developing economies, at any rate in their early stages. 
Inherited predilections from the bygone days of laisser faire, however, 
still persist, and it is not unusual to find the issue of public versus 
private enterprise being discussed in terms of competing ideologies. 
An active policy of extending public enterprise is interpreted as a 
leaning towards authoritarian central planning, while preference for 
private enterprise is taken as an indication of allegiance to democratic 
processes. Such a formulation is based on inadequate understanding 
of the social and economic milieu in which the process of development 
has to be accelerated in most of the underdeveloped countries. In 
mature and fully developed economies, except for emergencies like war 
or internal insecurity, economic disorders, if any, are transitory and 
functional. Some corrections may be needed here and there, but, by 
and large, continuing or extensive interference by the government may 
not be necessary; though even here, there might be problems of special 
areas or special groups for which the government interference becomes 
unavoidable. In contrast, the situation in underdeveloped countries is 
fundamentally different. Here, the major problems are not of correction 
of functional disorders, but of reconstruction and development. One 
of the first tasks of a developing economy is to build social and 
economic infrastructure education, health, power, transport and com- 
munications and heavy basic industries without which self-sustaining 
growth is not possible. If standards of living are extremely low and 
the pressure of growing population severe, there is an additional ele- 
ment of time. Progress has to be achieved quickly and demonstrably 
so as to sustain the morale of the people. The combination of these 
circumstances makes the task of initiating the process of growth 
unsuitable for private enterprise and the public authority has to step in. 
As Professor Gunnar Myrdal has pointed out, social stratifications and 
inequalities resulting from long periods of economic stagnation create 
an environment which is not conducive to fostering of savings, dynamic 
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enterprise and developmental investment, But even if these materialise 
through private enterprise, it is feared that this would aggravate 
concentration of economic power and economic inequality. 


It is not our intention in this article to discuss the issue of public 
versus private enterprise. The only purpose of the brief observation 
made above is to contend that the importance given to public enter- 
prise in Indian planning stems primarily from the social and economic 
compulsions of underdevelopment and not from any ideological bias, 
unless reduction of glaring inequalities and stepping up of levels of 
living of the underpriviliged can be considered as such. 


India’s Five-Year Plans, it should be remembered, are primarily 
Plans for the outlay of public expenditure. Though certain estimates 
are made of the probable private investment in the economy, these are 
no better intelligent anticipations for the simple reason that the nature 
and extent of control over such investment is at best indirect and leaves 
considerable latitude for decision-making to private enterprise. The 
table below gives the magnitude of investment by the private and the 
public sector in the economy during the first two Five-Year Plans and 
the estimates for the third. 


INVESTMENT IN INDIAN ECONOMY 


F 1 d pl d pla 
Sector "ën "roi Enn 196165 
| {in crores of rupees) 
Public sector ... 1,560 3,650 6,100 
Private sector ... 1,800 3,100 4,300 
Total ... 3,360 6,750 10,400 


For the sector of Organised Industries and Mining the investment figures 
are as follows: 


Public sector ... cn 870 1,808 (1,520)* 
Private sector ... vn 675 1,185 (1,050) 


Break-up figures for the First Plan are not available. 


* Figures in the parentheses refer to the financial provision in the Plan which ‘is 
less than the cost of the projects included in the Plan. 


According to the latest available estimates of national income, the 
share of the Government in the total domestic product in 1960-61 was 
10.3 per cent. 4 per cent. being the net output of government enter- 
prises and the remaining that of government administration. It is 
stated that in many of the developed countries such as Great Britain, 
for example, ‘the share of public enterprise in the natioanl income is 
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much larger, being in the neighbourhood of 10 to 12 per cent. It should, 
however, be remembered that the area of the economic activity amenabie 
to public enterprise is vastly different in different countries. In India, 
agriculture and ancillary activities account for a little less than 50 
per cent. of the national income, whereas in Great Britain, this is in 
the neighbourhood of 5 per cent. If comparisons are confined to sectors 
amenable to public enterprise, such as mining, manufacturing, com- 
merce, transport and communication, in India, these together account 
for 27.2 per cent. of the national income at current prices in 1960-61. 
lf so, the share of public enterprise in sectors amenable to it would 
amount to about 15 per cent. 


The share of Government as an employer is significant and has 
grown slightly over the last decade. The average daily number of 
workers employed in government and local-fund factories increased 
from 2,082,766 in 1950 to 4,081,037 in 1959, raising the percentage of 
such employees to employees in all factories from 10.88 to 13.86. 


In what follows, nothing more than some factual information is 
given regarding the coverage of public enterprises and their working.* 
The review excludes enterprises managed departmentally by the 
Government. It also does not cover research, financial and banking 
institutions such as the Industrial Finance Corporation of India, Life 
Insurance Corporation, etc. 


For a proper appraisal of the working of the public undertakings, 
they are classified under the following four categories: 


Investment in 
: . 1961 (Rs. crores) 
Category I — Undertakings under construction 


(F UNS) ian 170.7 
Category II —- Completed undertakings, not fully 
commissioned (1 unit) ........ 664.1 
(Hindustan Steel Ltd.) 
Category III — Running concerns (28 units) .... 280.2 


Category IV — Promotional and development 
undertakings (6 units) ......... 17.7 


At the end of the Second Five-Year Plan, the total investment in 
industrial and commercial projects of the Central Government was 
Rs. 956 crores, about Rs. 560 crores in equity and Rs. 396 crores in 
long-term loans for capital purposes. During the first year of the 
Third Five-Year Plan, investment of Rs. 177 crores was added; thus, 
at the close of the year 1961-62, the total investment came to Rs. 1,133 
crores. The Third Plan visualises investment of Rs. 1,200 crores on 


* The information is drawn almost entirely from the government publication: 
Annual Report of the Working of Industrial and Commercial Undertakings for 1961-62. 
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enterprises falling within the four categories mentioned above. The 
bulk of the investment in these undertakings (about 97 per cent.) both 


as risk capital and long-term loan was provided by the Central Govern- 
ment. 


As compared to the total investment of Rs. 1,133 crores at the 
end of 1961-62, the total value of fixed assets of all undertakings or 
the “gross block” stood at Rs. 1,004 crores, of which plant and 
machinery accounted for Rs. 699 crores. 


The loan component (Rs. 492 crores) in the total investment is 
certainly very large. The loans are repayable after 2 to 5 years from 
the date of disbursement and the interest charged varies from 5 to 6 
per cent. according to the period of the loan. 

Undertakings only in Category II and III are discussed in some 
detail below. 


Hindustan Steel Limited is the only company which comes under 
the category of “completed undertakings not fully commissioned”. ` 
The Company is in charge of the three steel plants in the public sector 
viz. Bhilai, Rourekela and Durgapur. These plants have reached the 
full level of production equal to their installed capacity only very 
recently, and as such the financial results do not reflect their normal 
working. The total investment on the three steel projects including 
the ancillary facilities like the township, stood at Rs. 664 crores on 
31 March 1962 of which Rs. 307 crores was in equity and Rs. 357 
crores as long-term loans. Hindustan Steel Limited sell their products 
at prices fixed by the Government, as for all other main producers in 
the private sector. The turnover, of the three plants (after taking 
into account amounts payable to the Iron and Steel Controller) for 
the year ending 31 March 1962 was Rs. 71 crores. The gross surplus 
before providing for depreciation was Rs. 6.7 crores. After providing 
for full depreciation of Rs. 26.2 crores, the Company suffered a loss 
of Rs. 19.5 crores. The Company has written off accumulated arrears 
of depreciation of Rs. 17.9 crores and other miscellaneous expenses 
relating to the previous years. The financial year 1962 closed with an 
accumulated loss of Rs. 40 crores. However, the increase in retention 
prices recently announced by the Government would perhaps reduce 
the cumulative loss by Rs. 4.4 crores. 


Running Concerns 


Under this category, there are 28 concerns of which eight are in 
the field of engineering, four in chemicals, three in mining and minerals 
and three in building and repairing ships, four in navigation and 
shipping and the rest covering miscellaneous fields including state 
trading. * A summary of the financial results of the 28 running concerns 
for the year 1961-62 is given below. 


* See Appendix I. 
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Twenty-five out of the 28 concerns earned a net profit during the 
year. The total net profit earned by these was Rs. 8.66 crores and 
taking into account the total loss of Rs. 20 lakhs suffered by three 
undertakings, the over-all net profit for all running concerns was 
Rs. 8.46 crores. Reckoned as a percentage of paid-up capital, the 
total net profit earned worked out at 4.6 per cent. Out of the net profit 
of Rs. 8.46 crores, dividends totalling 1.21 crores were declared by 
eight concerns. The balance was retained to be used as internal 
resources. The dividends declared by the eight concerns amounted 
to 6.7 per cent. of their corresponding paid-up capital. The percentage 
of gross profit to capital employed for these undertakings was 5 and 
the percentage of net profit to net worth was 4.2. Both these ratios 
were lower than those in the previous year because of a slight increase 
in the expenses on production-cum-business in relation to the total 
turnover. 


The total investment in the running concerns was Rs. 280.17 crores 
at the end of 1961-62 which shows an increase of Rs. 41 crores over 
the previous year. The investment was further supplemented by the 
accumulated “internal resources” by way of depreciation provision and 
surpluses retained (Rs. 101.52 crores) and cash credits (Rs. 8.54 crores). 


The sales/operating income of the 28 concerns went up from 
Rs. 168.92 crores in 1960-61 to Rs. 208.41 crores in 1961-62 showing 
an increase of about 24 per cent. This increase was mainly accounted 
for by the increase in sales of three concerns viz. Indian Oil Company 
Ltd. (Rs. 5 crores), State Trading Corporation of India Ltd. (Rs. 13 
crores), and the Fertilizer Corporation of India Ltd. (Rs. 7 crores). 


The expenses (including depreciation) rose from Rs. 155.56 crores 
during 1960-61 to Rs. 193.82 crores for 1961-62 which shows an 
increase of about 25 per cent. over the previous year. In terms of 
percentage of turnover the expenses during the year were about 93 per 
cent. against 92 per cent. last year. 


The gross profit earned, during 1961-62, was Rs. 14.59 crores com- 
pared to Rs. 13.26 crores in 1960-61. While the turnover increased by 
24 per cent, the gross profit increased by about 10 per cent. due to 
rise in the expenses on production. The gross profit for 1961-62 
worked out to 5 per cent. on the capital employed as against 5.5 per 
cent. for the previous year. 


The net profit for 1961-62 (after provision for taxation and interest 
on loans and cash credit) amounted to Rs. 8.46 crores as against 
Rs. 8.11 crores for the previous year. As compared to the increase in 
gross profit, the increase in net profit was only 4.4 per cent., due mainly 
to an increase in tax provision (Rs. 81 lakhs) and higher amount of 
interest on loans (Rs. 17 lakhs) during 1961-62. 


During 1961-62, all the running concerns made provisions for depre- 
ciation. A total sum of Rs. 14.67 crores was provided for this purpose. 
The depreciation provided during the year varied from 4 per cent. to 
16.3 per cent. on depreciated block of different concerns. The total 
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depreciation provided up to the end of 1961-62 in all these concerns 
aggregated to. Rs. 70.17 crores, representing about 29 per cent. of the 
gross block of Rs. 245.66 crores at the end of the year. 


During the year 1961-62, these undertakings made payments or 
provided for amounts aggregating to Rs. 2.02 crores as interest on 
loans taken from Government and others. In addition Rs. 55 lakhs 
was paid as interest on cash credit. As there is a moratorium on 
payment of interest for certain concerns, no interest accrued or was 
provided for in respect of these concerns. 


Provisions for taxation were made by 12 concerns, totalling Rs. 3.56 
crores in 1961-62 as compared to Rs. 2.75 crores in the last year. 
The remaining concerns made no provision either because the provisions 
already made were found to be adequate or due to carry forward of 
past losses admissible for tax purposes. 


The total appropriation to Reserves during the year 1961-62 was 
Rs. 5.92 crores (including Rs. 1.28 crores on account of Development 
Rebate Reserve). The total amount accumulated under Reserve stood 
at Rs. 31.85 crores (including Development Rebate Reserve of Rs. 8.29 
crores) at the end of 1961-62. The accumulated amount of development 
and commissioning/deferred revenue expenditure was Rs. 12.23 crores. 
After deducting this figure, the effective Reserves would be about 10 
per cent. of equity investment. 


APPENDIX 


List of Running Concerns 


Engineering: 

Bharat Electronics Ltd. 
Hindustan Aircraft Ltd. 
Hindustan Cables Ltd. 
Hindustan Machine Tools Ltd. 
Indian Telephone Industries Ltd. 
Nahan Foundry Ltd. 

National Instruments Ltd. 
Praga Tools Corporation Ltd. 
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Chemicals: 
9. Fertilizer Corporation of India Ltd. 
10. Hindustan Antibiotics Ltd. 
11. Hindustan Insecticides Ltd. 
12. Hindustan Salts Ltd. 


Mining and Mineral: 
13. Indian Rare Earths Ltd. 
14. National Coal Development Corporation Ltd. 
15. Travancore Minerals Ltd. 
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Building and Repairing Ships: 
16. Garden Reach Workshops Ltd. 


17. Hindustan Shipyard Ltd. 
18. Mazagon Dock Ltd. 


Aviation and Shipping: 


19. Air India. 

20. Indian Airlines Corporation. 

21. Mogul Line Ltd. 

22. Shipping Corporation of India Ltd. 


State Trading: 


23. State Trading Corporation of India Ltd. 


Miscellaneous: 
24. Hindustan Housing Factory Lid. 


25. National Buildings Constructions Corporation Ltd. 
26. National Newsprint & Paper Mills Ltd. 


27. Indian Oil Company Ltd. 
28. Ashoka Hotels Ltd. 
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THE TWENTY-SECOND CONGRESS OF THE INTERNATIONAL 
CO-OPERATIVE ALLIANCE 


(Bournemouth, 14-17 October 1963) 


by 


Pau! LAMBERT 


The International Co-operative Alliance is an international federation 
of associations with a total membership of over 174 million. 


The Twenty-second Congress was attended by 444 delegates from 
34 countries, including fourteen newly developing ones (Algeria, 
Argentina, Ceylon, Cyprus, Greece, India, Iran, Israel, the Federation 
of Malaya, Mauritius, Nigeria, Pakistan, Singapore and Tanganyika) 
and five communist countries (Bulgaria, Czechoslovakia, Rumania, the 
USSR and Yugoslavia). 


The Alliance had decided to hold its 1963 Congress in England to 
mark the centenary of the foundation of the Co-operative Wholesale 
Society in Manchester. To commemorate the occasion the British co- 
Operative movement had organised an international ‘co-operative exhi- 
bition in Manchester which was certainly the most remarkable of its 
kind to have been organised in any part of the world. The Swiss co- 
operative movement, which took part in the exhibition, issued a special 
English-language number of its magazine Coopération which contained, 
among other things, an extremely amusing article by Charles-Henri 
Barbier entitled “What Is British about the British Co-operative Move- 
ment?” 


The Congress was opened by Professor Bonow, who delivered a 
remarkable address. The text will be found at the beginning of this 
issue. 


The Steady Expansion of the Alliance. 


The growth of the membership of the Alliance since the previous 
Congress (Lausanne, 1958) can be seen from the following table, which 
is taken from the report of the Central Committee to the Congress. 
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Consumers’ ............ 1958 49,032 with 71,550,795 members 
1961 45, 713 ” 79, 183,676 
Workers’ Productive and 
Artisanal ............ 1958 32,273 ” 2,846,332 5 
| 1961 53,073 ” 4,181,712 ” 
HOUSING issus. . 1958 13,347 ” 3,125,124 4 
…. 1961. . 16,305 ” 3,450,713 = 
Agricultural ............ 1958 101,774 ” 19,942,600 = 
| 1961 ` 100,499 ” 24,914,487 de 
Credit issue 1958 269,371 ” 40,770,136 E 
1961 306,277 ” 50,981,283 
FISHGIV 2420.50 1958 7,981 ” 1,392,644 vi 
1961 8, ‚692 ” 1463663 ” 
Miscellaneous .......... 1958 5, 934 ” 7,157,785 Së 
1961 3, 257 ” 10,207,240 de 
Insurance. u sauer 1958 61 ” 52,581,611 insured persons 
1961 62 ” 55,621,435 ” 


At present 45.41 per cent. of the individual members belong to 
consumer co-operatives, 29.23 per cent. to credit co-operatives and 
14.29 per cent. to agricultural co-operatives. 


The scope for the attraction of new members is obviously greatest 
in the last-mentioned sector. The new Director, Mr. Alexander, is a 
specialist in agrarian problems and intends to take active steps to 
promote expansion in the agricultural sector. 


Activities and Influence. 


Briefly, the activities of the Alliance during the past three years 
have been concentrated in three main fields: 


(a) action ‘specifically designed to provide additional safeguards 
for the consumer and to promote consumer education; 

(b) the provision of aid in increasing amounts to the newly 
developing countries; there are now an Advisory Council and a regional 
office and education centre for South-East Asia in New -Delhi and 
regional organisations for Africa and Latin America (the education 
centre in New Delhi is financed entirely by annual contributions from 
the members of the Swedish Kooperative Férbundet); 


(c) closer co-operation, in the provision of technical assistance to 
underdeveloped countries, with intergovernmental and non-govern- 
mental international organisations, and in particular the FAO and 
the ILO. 


The Secretariat is assisted in its work by a number of Auxiliary 
Committees — the Assurance Committee (established in 1921), the 
Banking Committee (1922), the Workers’ and Artisans’ Production 
Committee (1947), the Agriculture Committee (1951), the Housing Com- 
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mittee (1952), the Wholesale Trade Committee (1956) and the Retail 
Distribution Committee (1958). There are also a group of economic 
and market research officers, a consumer working party and a working 
party of co-operative librarians. 


The standing and the prestige of the Alliance today can be judged 
from the following passage from the report of the Central Committee: 


“the standing and influence of the Alliance have increased during 
the fast three years. The reception given by the UN Economic and 
Social Council and the International Labour Conference to its state- 
ments on housing, the acceptance by the Director-General of FAO of 
its suggestions for an inquiry into the finance of agricultural and co- 
operative development, the request of the Economic Commission for 
Europe for help in the study of distribution and methods of ascer- 
taining consumer needs, the resolution of the Economic Commission 
for Asia on the potentialities of co-operation for economic development, 
all bear witness to the authority of the ICA as the representative of 
Co-operation throughout the world and point to the varied oppor- 
tunities and responsibilities now offered to it by a world in evolution.” 


The ICA and the ICRICE. 


The report of the Central Committee contained specific references 
to three non-governmental international organisations with which the 
Alliance was in frequent contact, namely the International Chamber of 
Commerce, the International Federation of Agricultural Producers and 
the International Centre for Research and Information on Collective 
Economy. 


The passage concerning the ICRICE will no doubt give considerable 
pleasure to the readers of the Annals. It reads as follows: 


“The increasing attention paid to Co-operation in the Congresses 
and publications of this Organisation and the frequent contacts between 
the Secretariats are gratifying to note. Co-operation has been the 
subject of special papers at the last two Congresses of the Inter- 
national Centre. In 1961 the Director of the ICA introduced the subject 
of the Contribution of Co-operation to the Objects of Collective 
Economy — Liberty, Security and Well-Being. A resolution subse- 
quently adopted unanimously declared that ‘every advance of Co- 
operation signifies an advance at once human, social, economic and 
political’, At the 1963 Congress held at Rome, before a strong dele- 
gation of co-operators which included three members of the ICA 
Executive, Professor G. Weisser presented a paper on Planning in 
Co-operative Undertakings.” 


Promotion of Greater Understanding between East and West. 


In accordance with the new policy adopted by the Government of 
the USSR, the delegates from that country and from Bulgaria, Czecho- 
slovakia and Rumania showed a co-operative spirit which contrasted 
strikingly with the attitudes of their predecessors at earlier Congresses. 
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This was apparent first of all in the proceedings relating to the 
important resolution on disarmament and peace. It was based on a 
draft submitted to the Executive Committee by Mr. Klimov of the 
Centrosoyuz. He accepted all the amendments necessary to secure 
its unanimous adoption. In addition, during the discussion of the 
resolution on Mr. Odhe’s paper entitled “Economic Integration and 
Co-operative Development” the Soviet representatives began by 
opposing the inclusion of world freedom of trade as a goal; however, 
they subsequently withdrew their objections, and this resolution was 
voted unanimously too. 


The question of associate membership of the Alliance was also dis- 
cussed, Article 14 of the Rules of the ICA provides that, in addition 
to full members, there may be associate members; such members have 
not the right to vote at Congresses and may only speak if a Congress 
allows them to do so. This rule was designed to provide a place 
within the Alliance for pre-co-operative societies in the activities of 
which the public authorities play a preponderant role. The repre- 
sentatives of Czechoslovakia and the USSR proposed that Article 14 
be deleted from the rules; they argued, not very convincingly, that 
societies of the kind covered by the Article did in fact comply with 
the Principles of Rochdale. However, when this proposal was rejected 
by an overwhelming majority, they bowed to the wishes of the Congress 
and immediately withdrew a number of other proposals concerning 
amendments to the Rules, including a proposal to replace the Director 
by a board of three members representing respectively ` “co-operatives 
in capitalist, socialist and other countries”. 


The non-communist countries, for their part, carefully refrained 
from any hostile comment and showed a conciliatory attitude. For 
instance, when Centrosoyuz proposed that the principles of Rochdale 
be reviewed (with a view to securing admission of organisations 
dominated by the State into the Alliance) Mr. Brot put forward an 
important amendment to the Russian proposal and explained at some 
length the differences between his and the Russians’ understanding 
of the Principles. However, he eventually withdrew his amendment to 
allow the proposal to be carried by majority vote. 


The foregoing should not be taken as implying that East and West 
are on the point of reaching complete agreement on fundamentals. 
The basic criterion of the co-operative movement is democracy. This 
implies, firstly, that the officers and the executives of co-operatives 
shall be elected by the members and that the State shall not have the 
power to replace the persons elected by others; and, secondly, that 
the elected leaders of a co-operative shall enjoy reasonable freedom 
of decision. 


1 The Congress did, however, adopt an amendment submitted by Mr. Serwy on 
behalf of the Belgian General Co-operative Society and providing that the Executive 
should at specified intervals review the status of all associate members. It is interest- 
ing to note that, although a number of societies in newly developing countries have 
accepted associate status, no society in a communist country has ever done so. b 
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The text of the resolution adopted after the submission of this 
paper is given below. It looks far into the future, beyond the current 
period of regional integration. Obviously, the desire for freedom of 
international trade throughout the world should not be interpreted as 
a parallel to the appeals for greater freedom of trade of a century ago. 
Throughout the proceedings of the Congress it was clear that there 
was no intention of leaving the future of the world to be determined 
by cut-throat competition , carried on within a laisser-faire system. 
But the Congress felt it had a duty to put on record its conviction 
that regional integration was merely a stage on the road to world 
integration and that freedom of movement for people and for goods 
must be achieved within a smoothly running system developed by the 
public authorities and the co-operative movement. 


Tributes to. Two Great Leaders of the Co-operative Movement. 


= The end of the Congress was particularly moving. Mr. Watkins, 
the Director, and Miss Polley, the Secretary-General, were leaving the 
Secretariat on reaching retirement age. 


Mr. Bonow gave fitting expression to the gratitude of the whole 
of the Alliance towards these two devoted servants of the co-operative 
movement. He en that they would continue to serve the Alliance 
as advisers. 


On many occasions the ICRICE has received Mr. Watkins’s assist- 
ance and the support of his great authority. The ICRICE also 
expresses it gratitude to him and in all humility offers him its friend- 
ship. 


_ APPENDIX 


Principal Resolutions Adopted at the Bournemouth Congress 


I. Resolution on Disarmament and Peace 


The 22nd Congress of the International Co-operatice Alliance declares its 
belief that one of the most urgent problems of today is to establish lasting ` 
peace and security on earth, a world without arms and without wars, and to 
create among the peoples, confidence in their own future and in the future 
of generations to come. 


The Rules of the I.C.A. state, as one of its principal aims, that it will 
contribute to the establishment of such a world. This corresponds entirely 
to the interests and aspirations of all Co-operators in all countries who, like 
all mankind, demand to be liberated from the horrors of war which still 
threaten them. 


The Congress observes with satisfaction that efforts made at the present 
time to prevent thermo-nuclear war, to reach general and complete disarm- 
ament, and to establish world peace, have attained unprecedented scope in 
all corners of our planet and form the essence of the life and activity of 
peace-loving people. 


Every step towards this lofty goal is warmly welcomed by the peoples of 
the world, who like millions of Co-operators, wholeheartedly welcomed the 
Treaty banning nuclear tests in the atmosphere, under the ocean and in 
outer space, an historic document signed by over 100 nations. The peoples 
see in this Treaty a real opportunity to ease international tension and to 
stop the arms race which imposes a heavy strain on their resources. The 
Treaty will undoubtedly serve as a positive factor in the fight for peace and 
as a bulwark against the threat of a new war. It is the first step towards the 
complete banning of tests, production, storage and use of atomic weapons. 


The Congress expresses its hearty approval of the Treaty and calls upon 
all the Co-operators of the world to work for general and complete disarm- 
ament under effective and practical international control. It looks forward 
with confidence to the time when the productive resources now devoted to 
armaments and warlike preparations, will be applied to the constructive tasks 
of banishing hunger, want and economic insecurity from the world. 


~ 


Il. Resolution on the World Housing Situation and the Role of Co-operation 


The 22nd Congress of the International Co-operative Alliance — having 
regard to the fact, which it deeply deplores, that according to reliable 
estimates over one half of the world’s population is under-housed, also to 
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the foreseeable rapid growth of population and the constant movement of 
peoples from place to place and country to country — declares that adequate 
provision of housing is a basic task which should be assigned a higher 
priority than at present in all countries, especially in the newly developing 
countries to which more abundant financial and technical aid should be made 
available. 


The Congress welcomes, aS a measure helpful to the achievement of this 
basic task, the establishment by the United Nations of the Standing Committee 
on Housing, Building and Planning together with its counterparts under the 
Regional Economic Commissions, but reiterates the belief of the International 
Co-operative Alliance that only the creation of a Special Agency of the United 
Nations for Housing will ensure that the world’s housing problems are 
grappled with on an adequate scale and that the non-profit non-governmental 
organisations have an essential role in their solution. 


The Congress appeals most strongly to the affiliated Organisations to seek 
every opportunity of demonstrating to their home Governments — 


The invaluable contribution which the application of co-operative 
methods can make to the provision of housing, to the growth of savings, 
to the improvement of planning and design, and to education in social 
responsibility; also 


The urgent necessity of enforcing control of land-use and land-values 
so that Co-operative and non-profit undertakings may have equal 
opportunity, in competition with profit-making enterprise, of showing 
their potential advantages in supplying the housing needs of the 
community. 


II. Resolution on Promotion of Co-operation in Developing Countries 


The 22nd Congress of the International Co-operative Alliance, 


noting the progress made since the Congress of Lausanne in implementing 
the I.C.A. Long-Term Programme of Technical Assistance, 


but also taking account of the rapidly increasing demand for expert advice 
and guidance for the promotion of Co-operation resulting from the creation 
of newly independent States and the execution of their plans for economic and 
social development, 


appeals to the affiliated Organisations of the Alliance — 


1. to arouse and maintain among their own members a well-informed 
interest in Co-operation in the newly developing regions by multiplying 
their friendiy and economic contacts with Co-operative Organisations 
in these regions; 


2. to adopt projects and programmes of technical assistance in develop- 
ing countries for which they will take responsibility while co-ordinating 
them with the Long-Term Programme of the Alliance; 


3. to assist in making good the shortage of co-operative experts by taking 
all possible steps to recruit and train Co-operators suited by character 
and experience and to make them available to serve as experts in 
various branches of technical assistance; 


4. to provide the I.C.A. with adequate resources for co-operative pro- 
motion by continuing to augment its Development Fund. 
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The Congress, while noting with gratification that the Inter-Governmental 
Organisations chiefly concerned with the promotion of Co-operation contem- 
plate increases in the personnel of the appropriate Departments, expresses 
the hope that these increases will be adequate, both for the discharge of 
present and future operational tasks and for the regular collection, analysis 
and publication of co-operative information from which co-operative workers 
throughout the world may, as in the past, derive inestimable guidance in 
solving vital problems of development. 


IV. Resolution on Economic Integration and International Trade 


The 22nd Congress of the International Co-operative Alliance, 


considering the efforts to accomplish the freedom of international trade 
by zonal economic integration in Europe and elsewhere as a transitory stage 
in the development towards this end, 


considering the prospects for expanding and strengthening co-operative 
integration at all levels entailed in this development, but also 


the danger of the attempts by monopolistic cartels and combines to utilise 
the larger common markets and integrated economic zones at other stages 
of development for extending and widening their power — 


Recommends the Member Organisations— 


to accelerate by all means the accomplishment within the National Co- 
operative Movements of the structural reforms needed to attain an overall 
high level of efficiency in trade and production; 


to direct their efforts to this end and, in particular, to expand their 
activities in all fields to the satisfaction of the increasingly diversified needs 
of the member Co-operatives; 


to co-ordinate their efforts within the various zones by creating joint 
organisations of the National Wholesale Societies and other Central Organ- 
isations with the object of utilising the advantages of the larger markets 
in order to counteract the detrimental effects of monopolistic powers, and 
in other ways, to serve the consumers and small producers 


to find appropriate organisational forms for such Organisations for joint 
purchases and sales, and for the establishment of joint productive enterprises 
to avail themselves of the advantages of large-scale production; 


to strive to realise by these efforts, by means of mutual systematic trade 
interchange within and outside the zones, possibilities of assisting the newly 
developing countries in their co-operative development and to contribute to im- 
proving the unfavourable terms of trade of these countries; 


to provide, by shaping the organisational forms for more effective national 
structures and co-operative integration within the zones, for the full satis- 
faction of the fundamental co-operative principles of democratic control; 


to bring, by concerted co-operative opinion, pressure to bear on zonal 
integrations at the developing stage to provide in their structure and funda- 
mental lines of action for the complete freedom of action of the Co-operative 
Movement, to enable it to maintain effective market competition; 


to keep in mind the ultimate goal for zonal economic integration, also 
within different economic systems: to bring about, in the end, the fully 
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accomplished international economic solidarity needed to raise the material 
conditions and the living standards of all peoples of the world. 


The Congress instructs the Central Committee— 

to support the implementation of these recommendations at all stages of 
the organisation of the International Co-operative Alliance, through its 
Auxiliary Committees and through the services of its Secretariat; 

to ensure that in carrying out their plans and economic projects, the 
working groups of National Co-operative Organisations in the various 
integration zones employ such methods as will make possible concerted co- 
operative action on the widest international basis; 

to work in close collaboration with the United Nations Organisation, its 
Specialised Agencies and Regional Economic Commissions, and with Inter- 
national Non-Governmental Organisations pursuing the same aims as the 
International Co-operative Alliance, to bring about the adaptation of zonal 
economic integration to the fulfilment of the recommendations of this Resolu- 
tion and to widen universally the sphere of free international trade toward 
the accomplishment of a sound world economy. 


V. Resolution on the Fundamental Principles of the Co-operative Movement 


The Congress requests the Central Committee, 

to constitute an authoritative commission to formulate the fundamental 
principles of activity of co-operation under modern conditions; 

to empower the Commission to study which of the principles of the Roch- 
dale Pioneers have retained their importance to the present time; which of 
them should be changed, and how, in order to contribute in the manner to 
the fulfilment of the tasks of the Co-operative Movements and, finally, which 
of them have lost their importance and should be substituted by others; 

to empower the Commission to formulate new principles of co-operative 
activity; 

to include in the Agenda of the 23rd Congress of the Alliance consideration 
of new principles for the activity of the Co-operative Movement; 

to empower the Executive to request the National Co-operative Organisa- 
tions, members of the I.C.A., to send their proposals on this subject; 

to ask the Central Committee to consider the proposals of the National 
Co-operative Organisations and those of the Commission at a meeting 
preceding the 23rd Congress and to submit its opinion to the Congress. 
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Publication of Two Addresses on Co-operation 
in the Appendices to the Records of the 88th United States Congress 


On the request of Senators LS Cooper and Q.N. Burdick the United 
States Congress unanimously agreed that two addresses on co-operation — one 
by Senator G.D. Aiken and the other by Senator H.H. Humphrey — should 
be printed in the appendices to the records of the legislative session. 1 


In an address entitled “Co-operatives and the Future”, delivered in Wash- 
ington on 29 April 1963, Senator George D. Aiken described some of the 
problems of organisation and marketing policy facing co-operatives — and 
particularly agricultural co-operatives — in the United States. 


In particular he stressed the need for amalgamations of small co-operative 
organisations with one another in order better to be able to meet competition 
from economic organisations of other types. 


Senator Aiken was of the opinion that the primary co-operative unit should 
be larger and have a wider range of activities. Moreover, a co-operative 
society wishing to expand should be prepared give up obsolete marketing 
practices and procedures, 


He drew attention to the fact that a number of mistaken beliefs about the 
co-operative movement were widely accepted by the general public. Of these, 
the most widespread and the most erroneous was the belief that co-operatives 
were treated with particular leniency for tax purposes. Members of co- 
operatives had a duty to make known the truth about their organisations. 


In conclusion, Senator Aiken examined the problem of the State and its 
attitude towards co-operative associations. He considered that the State 
should refrain from attempting to direct or control co-operative activity and 
confine itself to securing conditions under which co-operatives could operate 
effectively and providing them with the necessary resources. 


Senator Hubert H. Humphrey’s address was entitled “Co-operatives and 
Freedom”. He began by examining all the different facets of the activity of 
co-operative organisations in the United States — marketing, purchasing, ex- 
port, information, etc. He contrasted the modest beginnings of the co-operative 
movement with its present-day size and importance and stressed the fact that 
but for co-operative organisations farmers would be unable to hold their own 
economically. 


After these preliminary remarks, Senator Humphrey turned to the main 
subject of his address. For him co-operation had the merit of promoting 


1 Congressional Record, Proceedings and Debates of the 88th Congress, First Session 
(Washington, D.C.), Tuesday, 28 May 1963. 
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a spirit of independence and freedom among its members while at the same 
time giving them an appreciation of the value of team work. He was con- 
vinced that the co-operative movement helped to develop good citizens; it 
enabled its members to improve their standards of living, to broaden their 
knowledge, and to acquire greater self-assurance and initiative. It also offered 
a living example of the spirit of management and conduct of business which 
should pervade all genuine and healthy democracies. 


In the Western countries there was no clash whatever between co-operation 
and the system of free enterprise. The speaker regretted that the position 
was not the same in the countries of Eastern Europe. Behind the Iron 
Curtain co-operation and freedom were incompatible with one another. He 
himself conceived the co-operative movement as an instrument enabling a group 
of individuals, by pooling their human and financial resources, to achieve 
the same objectives while safeguarding their freedom, their individuality and 
their right to ownership as individuals. 

Francine CoKAiko. 


Discussions on Planning in the U.S.S.R. 


Although planning in the USSR has made considerable progress, it is 
still beset with difficulties. These are recognised by many economists who 
at the same time stress the need for improvements in planning methods. It 
is interesting to note that these economists include one of the principal contri- 
‘butors to the framing of the Gosplan, Mr. I. Doroshin. In a recent article 1 
Mr. Doroshin made some critical remarks destined to suggest means of making 
planning calculations more precise. Obviously, we cannot discuss the technical 
aspects of the problem here. It will suffice to recall that one of the principal 
objectives is the achievement of greater accuracy in the calculation of labour 
indices. 2 

Mr. M.Z. Bor has also made a plea for the improvement of scientific 
standards in the planning of the national economy.? The forms and methods 
of planning should be adjusted in line with the continual development of the 
economy and the increase in the economic and cultural welfare of the Soviet 
people. The central planning directorate should endeavour to determine the 
main lines of national economic development, to establish and reinforce the 
economic relations necessary between the different branches of the economy, 
between different economic regions and between consumption and accumu- 
lation. He claimed that the planning bodies were not giving sufficient attention 
to the economic analysis of the relations between the different elements of 
the national economy, or to the improvement of the processes and methods 
by which the proportional relationships between the different plans for action 
were determined. The establishment of balance sheets and statements of 
labour resources and potential; skilled supervisory staff, the income and 
expenditure of the population, etc., was still extremely difficult. Progressive 
norms for the use of productive resources, raw materials, equipment and 
technological processes, where they existed, should be made more detailed 
and all-embracing; moreover, they should be regularly reviewed and where 


1 I. DorosHIN: “Trudovaya osenka narodnohozyaystvennih velichin i planirovanie”, 
in Planovoe hozyaystve (Moscow), 1963, No. 2, pp. 8 ff. 

2 Ibid., p. 12. 

3 Voprosi ekonomiki (Moscow), 1963, No. 3, pp. 3 ff, 
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necessary modified. A detailed study of the objective factors governing the 
need for emergency reserves and the size thereof was essential, this meant 
that mathematical methods and modern calculating techniques would have to 
be brought into more general use. The question of economic incentives also 
gave rise to a number of problems which required rapid solution, in particular 
those relating to the calculation of the profitability index and to price-setting. 
It would therefore be desirable to permit scientific. experiment in every sector 
of the national economy: scientific research institutes should be allowed to 
establish laboratories or subsidiary organisations in sovnarkhozes, the main 
autonomous economic regions and large undertakings (kombinats). It is of 
some interest to note that the author of this article has published a book on 
the methodological problems of national economic planning in the Soviet 
Union! which has been published by the USSR Academy of Sciences. In this 
book he examines in detail the process of expanded socialist reproduction and 
the balance sheet for the national economy, the methodology of the establish- 
ment of the balance sheets for the social product and the national income and 
a number of other problems relating to the over-all labour balance sheet. 


Another author writing in this vein is Mr. S. Tatur. He regrets that 
experimental research in the field of economic planning is not sufficiently 
well organised.2 The planning bodies and economic undertakings are reluctant 
to resort to such research. Very often, too, experiments begun are not com- 
pleted. For instance, the system of bonuses for savings achieved in the 
construction of machine tools and farm tractors, which was introduced in 1950, 
was abandoned in 1955. From the scientific standpoint the failure of an 
experiment is just as interesting as its success. At present a number of 
experiments are under study in different undertakings; these relate, infer alia, 
to the use of standard manufacturing costs to measure the volume of pro- 
duction, new incentive systems, new methods of balanced management within 
an undertaking, etc. Experiments of this kind must be carried out in under- 
takings with manufacturing programmes not liable to sudden or frequent 
changes and with well-established quality contro! criteria and methods; more- 
over, they must have adequate markets and guaranteed regular supplies. 


Mr. B. Nemchinov, of the Academy of Sciences, stresses the need to use 
balance sheets covering more than one sector in the establishment of the 
general economic plan.8 To permit this the balance sheets should be im- 
proved in a variety of ways. The lack of correlation between the stock 
balance sheet and the value balance sheet adds considerably to the difficulty 
of planning work; the calculations should be effected more rationally on the 
basis of technological indices and the actual figures for over-all production 
(including the profit) attained, expressed in agreed-upon units to be deter- 
mined in advance. Consequently, more emphasis should be laid on scientific 
research not only with regard to the establishment of a dynamic model for 
economic development but also with regard to dynamic planning itself. 


Lastly, Mr. A. Bachurin recommends that industrial production costs should 
be planned more accurately. 4 He claims that the planning bodies have failed 
to take into consideration a number of ways of reducing production costs. 


1 M.Z. Bor: Voprosi metodologii planovovo balansa narodnovo hozyaystva SSSR 
(Moscow, ANSSSR, 1960), 352 pp. 


2 Voprosi ekonomiki, 1963, No. 4, p. 59. 
3 Planovoye Hozyaystvo, 1963, No. 6, pp. 3ff. 
4 Ibid., No. 7, pp. 2ff. 
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I. BOOK REVIEWS 


1. General Economic Problems 
An Important American Work on Problems of Consumption: 


David HAMILTON: The Consumer in Our Economy. Boston, Houghton 
Mifflin Co. and Cambridge (Mass.), The Riverside Press, 1962. 
1 vol. 8vo. 1X+473 pp. 


A considerable number of universities in the United States give special 
courses of lectures on problems of consumption. Prof. David Hamilton, who 
lectures on the subject at the University of New Mexico, wrote this book 
during ten years of lecturing. 


The first part of the book — which will be examined later in this note — 
deals with consumer behaviour. 


The second part- which is the longest and most original — takes its 
title (The Backward Art of Spending Money) from an article by W. Mitchell. 
Using the different attempts which have been made to measure living standards 
in different social groups as a starting-point, the author examines various 
methods by which consumers can rationalise their expenditure. He makes a 
critical analysis of the genuine or imagined aids available to the consumer; 
he then goes on to make specific studies on questions of housing, saving, 
insurance and investment; and finally he gives us a chapter on the co-operative 
movement and one on the consumers’ movement. 


The first thing which strikes the reader is the absence of any constraint 
in the author’s expression and assessments. This book ranks among those 
which suffice to refute the opinion so frequently expressed in Europe that all 
American universities are completely hidebound by a naive spirit of conformity. 


Let us take a few examples. 


The author reminds us that many of his compatriots are fond of referring 
to “the American standard of living”. His reflection is: “What we find is 
that there is no one standard of living that could be called ‘the American 
standard’, What we have in fact are American standards of living which 
reflect the incomes and expenditures of those various groups” (p. 95). 


He makes the truth of this remark clear simply by giving statistics of 
income distribution in the United States in 1958. 


The word “family” as used in the table may represent either a genuine 
family or a single person with a separate residence. 
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Income Distribution before Taxes 
in the U.S.A. in 1958 





Annual money income Percentage of families Percentage of total 
before taxes receiving incomes income received by 
(in dollars) within this group group 
Under 1,000 ............ 7 1 
1,000-1,999 ............. 13 4 
2,000-2,999 ............. 12 6 
3,000-3,999 ............. 12 8 
4,000-4,999 ............. 12 10 
5,000-7,499 ............. 24 27 
7,500-9,999 ............. 12 19 
10,000 and above ....... 8 24 


The table shows that 8% of the “families” that is to say, the rich — 
receive nearly a quarter of the national income. 


At the other end of the scale we have the two categories receiving less 
than 2,000 dollars per year; they represent 20% of all “families” but receive 
only 5% of the national income. It is in these two categories that we find 
the “poor” Americans, about whom a good deal has been written in recent 
years. Admittedly, poverty is a relative concept; its true significance varies 
from the United States to Europe, and from Europe to the under-developed 
countries. Moreover, the figures given only cover cash incomes, whereas agri- 
cultural workers receive part of their incomes in kind, the money worth of 
which is difficult to evaluate. Even so, Hamilton concludes quite categorically 
that “The urban and rural ‘slum level of living’ has not been eliminated as 
an aspect of American culture and as one level of living” (p. 102). 


In Hamilton’s view the incidence of income tax has not significantly modified 
income distribution (p. 100). However, the evidence he offers in support of 
this thesis is not conclusive, as he had to take his figures for incomes before 
and after taxation from different sources. Although this may not be the case 
in the United States, in some countries— such as the United Kingdom — 
income tax is an extremely important instrument for the redistribution of 
incomes. 


Hamilton also attacks producers and financiers who organise themselves 
into pressure groups to prevent Government testing of various items of 
merchandise (p. 188), to force up mortgage rates (p. 222) or to block the 
voting of a Bill on low-cost housing (p. 228). He also makes an ironical 
reference to “the peculiar American notion that it is perfectly all right for 
a private enterprise to be subsidised publicly for doing something which the 
Government itself is forbidden to do” (p. 228). 


When examining the aids available to the consumer, Hamilton gives short 
shrift to advertising. He sets forth all the arguments put forward in favour 
of advertising and demolishes them one by one (pp. 176 to 186). It is true, 
he says, that useful information is to be found in a very small fraction of the 
total volume of advertising ; but the majority of advertisements, in spite of 
the regulations in force, are either useless or misleading. To this extent 
advertising constitutes a waste of highly skilled labour and valuable resources. 
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NINA mm 


The chapter on co-operation is accurate and well-written. It is clear that 
the author’s sympathies lie with the movement from the conclusion of the 
chapter, where we find the following words: “The critics of co-operation 
usually centre their criticism on the ‘idealistic nature’ of co-operation. But 
the worldwide success of co-operation seems to indicate that it is an effective 
method of organisation … Many co-operators feel that the co-operative organ- 
isation of society by promoting a more even distribution of income would 
lead to a greater eonomic stability than exists under a capitalistic organisation 
of society” (p. 300). 


Hamilton then turns (pp. 301-325) to the non-co-operative consumer educa- 
tion movement. He describes the progress in consumer education which has 
been made in schools in spite of the opposition of business circles; he explains 
the extreme difficulty of securing representation in strength of consumers 
vis-a-vis the public authorities; and he discusses the work of the non-profit- 
making merchandise testing organisations and the consumers’ associations 
in the United States. In his opinion, they do provide services of some 
importance, particularly through their publications; on the other hand, he 
expresses regret that they frequently confine themselves to examination of 
goods consumed mainly by persons in the higher social groups. 


In the third part of the book Hamilton deals with the aid given to con- 
sumers by the public authorities. He demonstrates clearly that in the United 
States the aid given in this field is more advanced and more effective than 
many other countries. 


In the last part, which contains an elegant-sounding digest of the Keynesian 
theory, we find an explanation of how the level of national income depends 
on the level of consumption and an explanation of the stabilising role played 
by social security. 


I now return to the first part of the book, which is mainly theoretical in 
character and may be found difficult to understand by readers who are not 
-economists. Hamilton is clearly a brilliant teacher. He outlines briefly, 
clearly and accurately the trend in economic thought relating to consumer 
behaviour; he describes how the concept of marginal utility, envisaged as a 
measurable quantity, was superseded by that of the indifference curve 
constructed on the basis of a simple ordinal classification of utilities and how 
this in turn was superseded by concepts of “behaviour curves” in which no 
place was left for utility at all. 

Economists of this school consider human behaviour as an inexplicable 
factor. Hamilton, who is a disciple of Veblen, finds this attitude unacceptable. 
He believes — and I agree with him — that the explanation of consumer 
behaviour is to be found in the sociological field (culture, institutions, role of 
technical progress...). Admittedly, at present only a bare outline of expla- 
nation can be given; but science is gradually moving in the only direction 
possible. 


Paul LAMBERT. 


(Copyright Consumers’ Affairs Bulletin 
and Annals of Collective Economy) 


Philippe SAINT MARC: La France dans la CECA, une expérience de 
planifications multiples du charbon et de l’acier (France and the 
ECSC), Cahier de la Fondation nationale des sciences politiques. 
Paris, Armand Colin, 1961. 1 vol. 8vo. 308 pp. 
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The production of coal and steel in France is regulated by three different 
sets of plans, namely the general objectives laid down by the High Authority, 
the modernisation and equipment plans of the French Government and the 
plans of individual undertakings. The author attempts to make a study and 
a critical analysis of these plans from five points of view — framing, objectives, 
implementation, coordination and significance. 


In the first part he examines the fields of action open to the planning 
bodies at these three levels, their interest in planning and the methods 
followed in the framing of plans for the conduct of economic research and 
the collection of economic information, for long and medium-term forecasting 
and for the establishment of the administrative procedures for consultation 
and decision-making to be followed. 


In the second part he describes the objectives of the plans while at the 
same time explaining how they have been influenced by French national 
economic policy, the establishment of the ECSC and cyclical conditions. He 
makes a distinction between quantitative objectives, which relate solely to 
increases in the volume of production, geographical objectives, which concern 
the geographical distribution of undertakings, and objectives in the fields of 
scientific and technical research, which relate to the development of pro- 
duction. 


In the third part the author studies the actual implementation of plans; 
he examines the courses open to the different planning bodies to secure the 
achievement of their objectives and assesses the effectiveness of the steps 
taken by them. 


In the fourth part he examines the problem of securing compatibility between 
plans similar in character drawn up by different bodies (compatibility of plans 
for the production of coal and steel with those for power production; co- 
ordination of the development of the coal and steel sectors with that of the 
economy as a whole). He goes on to consider how quantitative objectives 
of a scientific character can be reconciled with quantitative objectives of a 
geographical character. 


In the last part the author attempts to assess the significance of the 
multiple-tier planning experiment being made in France. He begins by 
situating the concept in economic theory; he then goes on to study the inter- 
action of the market and the multiple-tier planning system. The conclusion 
he draws is of political significance: he argues that a reform of the European 
institutions is necessary and suggests the kinds of reforms needed. It is 
clear, for instance, that he is an ardent champion of supranationalism. 


Emilie HAUTECLER, 


GESELLSCHAFT FÜR ÖFFENTLICHE WIRTSCHAFT: ‚Öffentliche Wirtschaft in 
Europa (Public Economy in Europe). Berlin, Allgemeine Verlagge- 
sellschaft, 1962. 1 vol, 8vo. 168 pp. 


This book is a record of the proceedings of a seminar held in Brussels 
on 7 and 8 December 1961 under the auspices of the Gesellschaft für öffentliche 
Wirtschaft. There were three items on the agenda: the importance of the 
public sector of the economy in the six Common Market countries; the part 
played by the public sector in the process of integration of the European 
communities; and the effect of the integration of Europe on the public sector 
with particular reference to co-ordination between different branches of activity. 
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There were five papers on the first item, namely — 


“The Importance of the Public Sector in the French Economy”, by J. Ger- 
main. Using national accounting data the author estimates the proportions of the 
national income, of gross national expenditure and of the total labour force 
accounted for, first, by the State and non-commercial public institutions and, 
secondly, by public undertakings; he also calculates the share of the latter 
in gross national investment. He then goes on to analyse the degree of 
direct control exercised by the State over mixed-economy undertakings and 
ends with a description of the institutions responsible for administering the 
State’s interests in economic undertakings, namely the Petroleum Research 
Bureau and the Caisse des dépéts et consignations. 


“The Importance of the Public Sector in the Benelux Countries’, by Paul 
Lambert. The author offers us an extremely detailed statistical study of the 
proportion of the total volume of employment and of gross national product 
and investment accounted for by central and local authorities, public under- 
takings and the public sector in general in the three Benelux countries. He 
tries to cover as long a period as possible; most of the figures he quotes relate 
to the period 1938-49. The conclusion, in which the author sums up and 
compares the information given for each country, is particularly interesting. 


“The Influence of the Public Authorities on Economic Activity in the 
Netherlands”, by J.H. Vos. The author examines the extent of State owner- 
ship in the different sectors and estimates the proportion of the nation’s assets 
which are publicly owned. He proffers interesting statistical data on such 
subjects as the proportion of the total output of power and of total investment 
in the building sector accounted for by public authorities. This paper and 
Prof. Lambert’s between them give an extremely detailed picture of the public 
sector in the Netherlands. 


“Public Undertakings in Italy”, by G. Stammati. The author outlines the 
structural evolution of the IRI and the ENI and explains their position as 
subsidiary organs of the Ministry of State Share Holdings. He describes the 
system of State share holdings but makes no attempt to assess the proportion 
of economic activity in Italy accounted for by the central government, pub- 
licly owned undertakings or the public sector as a whole. 


“The Importance of public economy in the Federal Republic of Germany”, 
by G. Rittig. In the first part of the paper the author estimates the proportion 
of the total labour force employed in the public sector for the economy as a 
whole and in the different branches thereof and the contribution of the public 
sector to the gross national product and gross national investment. He then 
describes the disquiet prevailing in the public sector at present on account 
of the relative dispersal of public undertakings throughout the economy and 
the reluctance of the authorities to make the fundamental choice whether to 
follow a policy designed to promote a welfare economy or one based on 
private-economy principles. 


On the second item there were three reports, namely — 


“The Contribution of the Public Sector to Integration within the Frame- 
work of the Common Market”, by H. Ritschl. The author examines the 
problem of which public undertakings are in a position to promote co-ordinated 
policies. He reviews the existing international agreements, which, in his opin- 
ion, pave the way for economic integration. In conclusion he considers the 
possibilities of achieving integration or of making the arrangements necessary 
to develop common policies in specific branches of public economic activity 
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such as transport, the production and distribution of gas and electricity and 
central banking. 


“A European Context for Public Economy”, by L. Solari. The author 
shows that planning is essential if the Common Market is to develop without 
setbacks. In a planned economy public undertakings have an important part 
to play. In any plan their primary function will be to exercise continuing 
control of economic activity and to ensure that the economy operates to serve 
ends of public policy. To enable public undertakings to play a more effective 
role in the implementation of such plans the sectors in which public control is 
to be concentrated must be selected with care. Lastly, he stresses the need 
to settle the problems of management of public undertakings, with particular 
reference to price setting. 


“The Contribution of Undertakings of a Public Character to the Unification 
of Europe”, by L. Tron. The author discusses the extent to which the public 
sector can play a pioneer role in policies directed towards the integration of 
Europe and serve as a privileged instrument of governments determined to 
bring about that integration. 


There were four papers on the third item on the agenda, namely — 


“Effects of the Establishment of the Common Market on Undertakings. of 
a Public Character”, by A. Verret. According to the author, one of the im- 
mediate consequences of the integration of Europe will be that the structures 
and operating methods of public undertakings will have to be reviewed. He 
then discusses the most suitable attitude for public undertakings vis-a-vis 
industrial associations and in matters of social policy. 


“Policies for Public Transport Services and the Public Sector of the Eco- 
nomy in the Common Market”, by G. Kraus. The author begins by describing 
the control exercised by the public authorities over the different modes of 
transport; he then outlines the main problems of co-ordinating the different 
policies for rail and road transport and inland waterways. Next he discusses 
the criteria of the Common Market Commission on the subject of a common 
transport policy and states what he thinks the aims of such a policy should be. 
Lastly, he considers the effects of a co-ordinated transport policy on publicly 
owned transport undertakings. 


“Problems Pertaining to an EEC Power Policy”, by J. Leclercq. The 
author begins by describing the efforts made within the Common Market to 
develop a common power policy and the criticisms levelled at the work done 
so far. He then turns to the question of what such a policy should comprise. 
In his view it should aim primarily at securing price stability — not necessarily 
at the lowest level—the reorganisation of the coal mining industry and the 
study and development of new sources of power and of new sources of relatively 
low-cost power in the countries of the Community with a view to reducing 
their power and fuel imports. 


“Public Undertakings and the Development of Atomic Energy”, by H. 
Michaelis. The author begins by showing that European nuclear-generated 
electric power should become economically competitive within ten years. He 
then describes the contribution of the State to atomic research and the develop- 
ment of the nuclear power sector in the United States and the Common Market 
countries. He analyses the electricity sector on the basis of ownership and 
demonstrates that the atomic energy industry is most likely to develop rapidly 
and at lowest cost where electricity generation and distribution is under public 
control. He then describes the structure of the group of industries (chemicals, 
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metal trades, electrical equipment, metallurgical industries) which are closely 
related to the atomic energy industry, either directly or in co-operation with 
foreign-owned (usually American) undertakings. In conclusion he describes 
the special risks prevalent in the atomic energy industry. 


The book also contains a record of the discussions which took place after 
the submission of each series of papers. A number of theoretical and practical 
problems were raised, but no generally acceptable solutions were arrived at 
(often owing to disagreement on basic premises), The problems raised included 
those of wage and price-setting policies in public undertakings, their structural 
and operational rigidity investment and over-investment and the relations 
between the coal mining and heavy oil industries. 


There is also an appendix containing a list of the publicly owned under- 
takings in France on 1 December 1959. 
Marie-Henriette PIROTTE. 


Achille ALBONETTI: Vorgeschichte der Vereinigten Staaten von Europa 
(The Birth of the EEC) (German translation). Baden-Baden, Bonn, 
Verlage August Lutzeyer, 1961. 269 pp. 


Mr. Albonetti, who took part in the negotiations preceding and following 
the signature of the Rome Treaty, is a convinced champion of the idea of 
European unity: He states that he has written this book “to give some 
sceptics food for thought, to win over the doubters and to strengthen 
the beliefs of those who already believe in European unity” (foreword to the 
German edition, p. vii). Ambassador Robert Ducci, a compatriot of the 
author, has written a preface in which similar evangelistic aims are clearly 
visible and which sums up the book very fairly. Instead of giving the bare 
outline of the contents, I prefer here to quote the following passage from 
the preface: 


“Albonetti’s book has the merit of being the only one to describe these 
historical events in an objective fashion. He sets out to examine the progress 
made in the political field towards the establishment of a politically united 
Europe. The entire process is an experiment, an attempt to assemble the 
necessary forces in sufficient strength to bring about an event which in 
historical terms ranks with the federation of England’s North American 
colonies and the unification of Germany or Italy.” 


“The author has concentrated his attention on the political events calculated 
to bring nearer the creation of the United States of Europe which have taken 
place since 1945 and by so doing has succeeded in writing a book of impressive 
logic and considerable political significance” (preface, p. 1). 


The book is concerned mainly with the political aspects of the problem 
of European unity. This is in itself a subject of considerable interest to 
students of Western European civilisation; but in addition it will be of great 
value to persons whose work involves the interpretation of the texts of the 
relevant treaties (and in particular those establishing the ECSC, the EEC and 
Euratom) or the study of related economic and social problems. For the 
latter this book will be an extremely useful reference work; it explains the 
history and origins of the “European” treaties, describes the reasons which 
led to their adoption and their principal promoters and reminds the reader 
that the aspirations underlying them are political rather than economic and 
social. 

Edmond LANGER. 
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lan SHANNON: The Economic Functions of Gold. Melbourne, Canberra, 
Sydney, F.W. Cheshire, 1962. 1 vol.,-8vo. 139 pp. 


This book is an excellent study of the problems caused by the defects 
in the international monetary system today. 


The author begins his book with a historical survey of the place of gold 
in the international monetary system. He describes how gold gradually 
supplanted silver as an international unit of measurement of money value 
and how the pure gold standard (or gold specie standard) was replaced by the 
gold bullion standard and eventually the gold exchange standard. 


He then goes on to describe how Europe’s financial recovery after the 
Second World War was hampered by dollar shortages. It was not until 1958 
that a measure of flexibility was restored to the international monetary system. 

The next chapter deals with the uses of gold reserves and the relationships 
between reserves and balances of payments. 


Having advanced the thesis that the abandonment of the system of floating 
exchange rates and the return to free convertibility of currencies in 1958 
made the existence of substantial gold reserves essential, the author attempts 
to calculate the amount of reserves required to ensure the smooth functioning 
of the world economy. For a variety of reasons he considers that a calculation 
based on a comparison between the amount of reserves held and the volume 
of international trade would not give valid results. He therefore bases his 
calculation on two factors: firstly, a comparison between the increase in the 
amount of reserves and the increase in the world gross national product (the 
latter being considered as an indicator of possible expansion of international 
trade) and, secondly, a comparative study of changes in the prices of goods 
and commodities and in that of gold. 

Shannon’s conclusion is that, if one takes account of inflation, which has 
been continuous since the Second World War, the dollar price of gold should 
be about 230% higher than at present. To enable the volume of world 
trade to reach a level corresponding to the increase in the world gross 
national product the increase should be approximately 310 %. 


The author next attempts to calculate the amount of liquid reserves 
required to accommodate the flow of short-term and long-term capital transfers. 


His first observation on the subject of long-term capital transfers is that 
the pattern of such transfers is completely different from that of a century 
ago. At that time they were effected mainly for purposes of investment in 
areas in a position to supply raw materials to the industrialised countries. They 
did not give rise to any balance of payments problems in the debtor countries 
as the debts were serviced by means of exports of raw materials. Today, 
however, capital transfers are effected mainly for purposes of industrial or 
social investment in poor areas. In the author’s opinion the amount of foreign 
aid of this kind provided should be increased from the present level 
of $3,300 million yearly to at least $10,000 million. To permit an increase 
of this magnitude without endangering the reserves of the donor countries 
the price of gold should be increased by 300 %. 


The author then tries to establish that an increase in the price of gold is 
necessary to facilitate short-term capital transfers. In his view, if the collapse 
of the entire international monetary system is to be avoided, a revaluation 
of gold is essential, at least until such time as public opinion is sufficiently 
enlightened to accept new monetary systems less dependent on gold, such as 
that proposed by Professor Triffin. 
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In the last two chapters Shannon refutes various criticisms advanced on 
the subject of increases in reserves resulting from a, revaluation of gold. In 
particular he attempts to demonstrate that an increase in the price of gold 
will not lead to inflation and that the USSR will not be the principal beneficiary 
of any such revaluation, 


This book is certainly an extremely perspicacious study of the problems 
which the use of gold as an international unit of monetary value gives rise to. 
He puts forward original theses and defends them brilliantly. However, his 
arguments in favour of the thesis that a revaluation of gold will not have 
inflationary consequences fail to carry conviction. Moreover, one cannot accept 
unreservedly his statement that the USSR would not be the principal bene- 
ficiary of such a revaluation. | 

Pierre MINET. 


Les problèmes de la planification (Problems of Planning). Colloque 
organisé par l'Institut de Sociologie (fondé par Ernest Solvay) en 
janvier 1962. Brussels, 264 pp. 


This is the record of proceedings of the seminar on planning problems held 
in January 1962. It begins with a series of reports by Mr. de Lettenhove 
(Belgium), Mr. B. Cazes, Professor F. Perroux and Mr. Susini (France), 
Mr. G. Della Porta (Italy), Professor De Wolff (Netherlands), Mrs. Frank- 
Ossipoff and Mr. Waelbroeck (USSR) and Mr. Millet (Common Market) de- 
scribing how planning has worked out in practice in the countries and areas 
the authors represented. 


Professor Perroux sums up France’s experience of planning as follows: 
“Both the currency system and the plan favour the largest and most powerful 
production units and economic and financial groups” (p. 138). 


The record of proceedings also contains a number of general papers. 


Professor Paul Lambert addressed the seminar on the subject of different 
types of planning. After making a reservation to the effect that any attempt 
to classify systems inevitably involved a measure of the arbitrary, he offered 
four main criteria for the study of any planning system: (1) the scope of the 
system — regional, national or international; integral, quasi-integral or partial; 
(2) the nature of the planning authority — democratic or authoritarian; (3) the 
objectives (the well-being of the citizen, the consumer or the producer); 
and (4) the means of implementing the plans (agreement, influence or com- 
pulsion). 

Professor H. Janne read a paper on the sociological aspects of planning. 
He defined planning as a kind of creative forecasting and as a technique 
which should be placed at the service of all interests. In his opinion planning 
did not necessarily have to be concerned.exclusively with growth; although at 
present this was the situation, it was only a temporary one. 

A. INGENITO. 


André PHILIP: Histoire des faits économiques et sociaux de 1800 à nos 
jours (Economic and Social Milestones, since 1800). Paris, édit. 
Montaigne, 1963. 2 vol., 16vo. 618 pp. 


The book offers a comprehensive survey of economic and social deve- 
lopments during the 19th and 20th centuries. It was written to give young 
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people “some interest in the world in which they will have to live and work”. 

The book is divided into three parts, each dealing with a particular phase 
of economic development in a number of countries (England, France, Germany, 
the United States, Russia and Japan). The periods covered in each chapter 
vary slightly from country to country. 


The first part— entitled “La révolution industrielle et l’époque du capi- 
talisme libéral” (The industrial revolution and the period of liberal capi- 
talism) — covers: roughly the period 1800-1880. This is the period during 
which the individual entrepreneur held absolute sway. The Western world 
gradually emerged from the equilibrium ‘of under-development, setting itself 
as a goal a substantial increase in the volume of production and international 
trade. Economic progress was achieved by a series of booms, followed by 
depressions the social consequences of which were increasingly disastrous. 

The second part of the book deals with the period 1880-1930. This period 
saw the development of a new economic system dominated by large-scale 
production units (trusts, cartels, corporations, holding companies, etc.). During 
this period, the trade union movement established and consolidated itself. 
After giving this description, the author examines the economic consequences 
of the First World War in the countries which suffered most severely from it 
(France; England, Germany) and examines the particular consequences of the 
great economic crisis of 1929 in individual countries (nazism in Germany, 
fascism in Italy, nationalism in Japan, the Popular Front in France, the system 
of Imperial Preference in England and the New Deal in the United States). 

In the third part the author describes the present-day world. He describes 
the constitutional systems of the great Powers (United States, Russia, China) 
and forecasts future developments in those countries. From there, after out- 
lining the problems of the underdeveloped countries, he turns to the great 
topical problem of the unification of Europe. 


In his conclusions André Philip states that one cannot deduce from history 
any laws similar to natural laws; one can merely observe historical facts. 
Looking towards the future, he expresses the opinion that there is no single 
and universally valid solution for the problems of the underdeveloped countries. 
He believes that the USSR will turn towards the large-scale production of 
consumer goods if she succeeds in overcoming her agricultural problems. He 
also believes the economy of the United States will become more and more 
planned in character. Lastly, speaking of Europe, he states that “A contract- 
ually organised and balanced society in which the rules to be followed at the 
different levels will be fixed by the political authorities is gradually deve- 
loping”. 

A. MASSET-ONKELINX. 


2. Public Undertakings 


Pierre BAUCHET: Propriété publique et planification (Entreprises publi- 
ques non financières) (Planning and Public Ownership). Paris, 
éditions Cujas, 1962. 1 vol., 8vo. 352 pp. 


In this book Mr. Bauchet ignores undertakings in which the State has a 
minority holding on the grounds that these undertakings are coming more 
and more under private law in matters of property and labour-management 
relations. On the other hand, in State-owned companies the degree of control 
exercised by the public authorities is steadily increasing. The number of 
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representatives of the State in the boards of directors of such undertakings is 
being increased at the expense of consumer and staff representation; at the 
same time, the machinery of State control over the operations of these under- 
takings is continually being expanded. The author criticises the classification 
of public undertakings adopted by the Court of Cassation and the national 
accounting authorities, which is based on whether or not these undertakings 
are performing a public service, on the grounds that this method takes into 
account only one minor aspect—the legal status — of the companies con- 
cerned. A more useful system of classification would be one based on the 
functions performed by the undertakings and their degree of financial de- 
pendence or independence. If such a system were used it would be possible 
to determine what undertakings should receive State aid and on what grounds. 


The author uses two criteria to measure the importance of the public 
sector, namely the amount of value added and the amount of investment. 


The principal considerations in favour of nationalisation that he advances 
are the emancipation of the working class, the control of profit and the 
curtailment of the financial power of the big trusts, the prevention of economic 
fluctuations and the elimination of bottle-necks. 


In public undertakings, just as in private ones, a great measure of res- 
ponsibility for decisions must be left to the management. In public under- 
takings the achievement of the maximum profit gives way to considerations 
of public interest. It is difficult to say exactly what the public interest is, 
as it is the resultant of individual choices within a group; it is represented 
by indices of preference. In the author’s opinion, public undertakings would 
best serve the general interest if they were to fix the prices of the goods and 
services provided by them at marginal cost levels. Unfortunately this criterion 
is extremely difficult to appiy in practice. A good price-setting system should 
allow the customer to choose the goods or service which will offer him the 
greatest advantage for a given cost. Consequently, the price schedule of a 
public undertaking should be a “simple” one in which every factor is allowed 
for in advance. If there are so many factors that they cannot all be taken 
jnto consideration, the number applicable must be reduced before the price 
schedule is established. This was the method adopted by the French Electricity 
Supply Company (EDF) and the French National Railways (SNCF). A 
second criterion of the price schedule of a public undertaking is that it must 
be stable. Both the EDF and the SNCF drew up their tariffs with consi- 
derations of-stability over a long period in mind; the result is that variations 
in demand do not immediately affect the tariff. Although many authors are 
opposed to the publication of tariffs, Bauchet considers publication necessary 
at least in some cases, for where no published tariff exists individual contracts 
can only be concluded with consumers taking an extremely large quantity of 
the goods or services offered. The author considers that the EDF and the 
SNCF have the most advanced tariff policies — and in fact, the only rational 
ones. 


He then turns to wage problems. In his opinion it is to be regretted that 
public undertakings no longer have the reputation of being exceptionally 
progressive in wage matters which they enjoyed before 1950. On the subject 
of the requisition to which workers in the public sector are liable, the author 
states that it does jeopardize the right to strike— which, in his opinion, is 
the “basis of all guarantees” — but nevertheless considers it a corollary of 
the greater security which workers in public undertakings enjoy by comparison 
with workers in private undertakings. 
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In the next section, Bauchet shows that public undertakings facilitate the 
implementation of an over-all economic policy and are a growth-promoting 
factor. “Growth presupposes the expansion and direction of consumption 
and investment. Public ownership can facilitate both.” Private investment is 
planned just like public investment; but public ownership facilitates the 
adaptation of less developed and less profitable sectors. However, he recog- 
nizes that “public ownership merely makes it possible to overcome certain 
obstacles; it does not necessarily permit adaptation to the requirements of 
growth in the most satisfactory manner. Moreover, the policy applied must 
in any case be in conformity with essential requirements of the public 
authorities.” This conformity is not achieved automatically; account must be 
taken of the management of the undertaking concerned and of the systems 
of supervision and control in existence. The author studies each of these 
problems in turn. 


The final section of the book deals with the Commission for the Audit 
of the Accounts of Public Undertakings (C.V.C.E.P.). This is a financial 
control institution with consultative status which was established in 1948; its 
main concerns are “independence and efficiency”. 


There are several appendices, including a list of the establishments subject 
to C.V.C.E.P. control and lists of the organisations in the public sector and 
of companies more than 30% or 50% of the capital of which is held by 
State-owned undertakings or mixed companies. 


The writer fully agrees with Mr. Alain Vernholes, who, in a note on this 
book published in Le Monde (15 July 1963), wrote: “This book stimulates 
thought and contains several suggestions concerning the manner in which 
public undertakings can contribute to the implementation of the Plan.” 


Annunziata INGENITO. 


LESSONS OF PUBLIC ENTERPRISE. A Fabian Society Study. Edited by 
Michael SHANKS. London, 1963. 1 vol. 8 vo. 341 pp. 


As is stated in the conclusion, this book is not a study of nationalisation 
in general with its advantages and disadvantages but rather a critical analysis 
of the evolution of the British nationalised enterprises. The book points out 
the mistakes made and speculates on means of remedying them. Although 
it is the work of a group of researchers, this study presents a remarkable 
cohesion of thought; we may see in it, without any doubt, the sign of an 
exceptional understanding and close collaboration among the authors. 


There is a separate chapter on each of the problems facing public under- 
takings. Several times the authors regret the interference of the authorities 
in matters outside their competence. One example is the “gentlemen’s 
agreement” which operates in the coal sector and according to which a rise 
in the prices of coal can only take place if the Minister of Fuel and Power 
agrees, The problem of the relations of nationalised enterprises with Govern- 
ment and Parliament is examined in detail The author of this particular 
chapter does not agree with the idea of proper parliamentary control of the 
activities of these enterprises because, according to him, such a control would 
exceed the role of Parliament. 


The other problems studied in this book include the question of labour 
relations, which has been aggravated by ministerial intervention in wage 
questions. The prevention of disputes is not enough; what is needed is 
collaboration in order to reach common objectives. The author recommends 
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a more complete education of trade unions to enable them to play a more 
positive role in the technical debates. 


A very important problem is that of investments. We can appreciate the 
sums involved from the fact that £300,000,000 are invested each year in the 
electricity sector only. The question of the return on these investments is 
a very complicated one. 

Wage policy, wage-fixing machinery, competition between nationalised 
enterprises themselves and between the public and private sectors, staff 
recruiting, evolution of structures (is it better to adopt a unitary or a federal 
structure?), the necessity of developing public relations: all these questions 
form the subject of a lucid investigation founded on an exact account and 
a detailed analysis of what has happened in the different sectors of public 
enterprise from the time of the first nationalisations till today. 


The criterion of the distinction between private and public enterprise can 
be found in the objective aimed at by the two sectors. While private enter- 
prise tries to achieve the maximum profit, public enterprise wants to attain 
the greatest satisfaction of public inerest. But, what is exactly this “public 
interest”? Who has to determine it? The looseness of this terminology is the 
cause of many confusions which it is necessary to remove. 


What is the optimum dimension of a public undertaking? Has it the right 
to change the range of activities assigned to it at the date of nationalisation? 
According to the author of the chapter devoted to the limitations of public 
enterprise, the contribution expected from these undertakings must be the 
subject of government’s deliberate decisions. As to the second part of the 
question, it is sure that an undertaking must be able to adapt itself to the 
modifications coming from within itself or produced by external circumstances. 


The last chapter but one is devoted to a comparative study of the public 
sector in Great Britain and in the countries of the Common Market and of 
the E.F.T.A. (Portugal not being taken into account). Peter Lowell remarks 
that foreign governments have had to face the same problems and have 
sometimes made the same mistakes as the British Government. The French 
Commissariat général du plan and the German “two-level” boards are ex- 
periences which are worth being considered with attention. Finally, the 
author examines the role which the Common Market could play in the solution 
of the problems of nationalised industry. 

In conclusion, the book proposes to us some considerations about the 
future of public enterprise. After enumerating the arguments for nationalisa- 
tion, Roy Jenkins examines the conditions of development of the public sector, 
while insisting on the fact that nationalisation can never be an aim in itself. 
It only creates the conditions allowing more radical reforms. 

As a summary, we can say that this study will be very useful to those 
who want a detailed report of the British nationalisation experience as well 
as of an objective analysis of its positive and negative results. 


Arlette COLARD. 


André G. DELION: Le statut des entreprises publiques (The Position of 
Public Undertakings). Paris, Editions Berger-Levrault, 1963. 1 vol., 
8vo. 268 pp. 


This is yet another book by André Delion about public undertakings in 
France. 
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It must be said at the outset that this new book cannot really be considered 
as new in the sense that it makes a new and original contribution to human 
knowledge. A number of the problems it discusses had already been dealt 
with in an earlier book by the same author, entitled L’Etat et les entreprises 
publiques (Paris, Sirey, 1959). Although Mr. Delion’s latest book is more 
systematic and comprehensive than the earlier one, it is rather a revision of 
his earlier writings than an original work. 


The subjects dealt with in the new book are the following: 


(1) He begins by defining the scope of the field to be covered. He defines 
public undertakings as “publicly owned assets with separate legal entity and 
responsible for the performance of economic functions” (p. 15). He then 
analyses this definition and on the basis of the results thereof establishes a 
system of classification of public undertakings. He then briefly recalls their 
origins and development and describes how in practice their position in law 
has become crystallized. Finally, he gives a brief analysis of the 1948 Bill 
laying down general rules governing public undertakings. 


(2) Drawing on past experience, he describes the most frequently used 
proceedings for the nationalisation of undertakings and for the establishment 
and disposal of publicly owned undertakings. 


(3) In-Chapter 3 he discusses the problems of supervision, control and audit- 
ing; all the different procedures are listed. The length of this chapter is a 
testimony to the complexity of the subject. 


(4) Next comes an analysis of the position of the responsible persons or 
organs — the Board of Directors, the President and the Managing Director in 
wholly publicly owned undertakings and the general meeting in mixed under- 
takings. The methods of appointment of the persons concerned and the 
composition of Boards, and the powers held by them, are described. 


(5) This is followed by a discussion of the position of employees in public 
undertakings. The two types of situation which may arise— cases where 
general labour legislation is applicable and those where employment relation- 
ships are governed by special regulations applicable to State employees — are 
examined separately. 


(6) The next chapter contains an analysis of the general financial regulations 
governing public undertakings. This is followed by a technical explanation 
of the rules governing the financing of such undertakings and the contribution 
which investment by them can make towards the implementation of national 
plans. 


(7) The concluding chapter deals with the rules and regulations governing 
the assets of public undertakings and contracts entered into and interests 
acquired by them. 


A few comments seem appropriate at this point. 


First of all, the definition of public undertakings offered by the author is 
unsatisfactory. The term “undertaking” implies ipso facto responsibility for 
the performance of an economic function. Moreover, the granting of legal 
personality to public undertakings has become a common practice only in 
recent years. The author defines legal personality as “the basis for the 
delegation to the organs of management of the powers necessary to conduct 
the affairs of a public undertaking in accordance with the requirements of 
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the law and circumstances in the milieu in which it operates” (p. 16). In 
fact, however, the granting of legal personality represents rather an official 
ratification of this delegation of powers and has not always been considered 
as an essential adjunct thereto. There are still a number of important public 
undertakings in existence— such as, for example, the postal services in a 
number of countries — which have no legal personality. 


It is interesting to note that the sources to which the author referred 
in the preparation of this book did not include any of the publications of the 
ICRICE and in particular the reports published prior to and following the 
different International Conferences on Collective Economy at which the main 
problems with which the author is concerned were discussed at the inter- 
national level. | 


Moreover, he ignores a number of problems, discussion of which is 
essential to the achievement of his aim — namely to give coherence to the 
extremely disjointed picture offered by the de facto position of public under- 
takings today (the term being interpreted in its broad sense, including the 
rules governing day-to-day management as well as actual legislative texts) 
with a view to “contributing towards the introduction of a greater measure 
of homogeneity into existing legislation” (p. 12)—in other words, to 
facilitate the framing of general legislation regulating the status and functions 
of all public undertakings. However, he makes no reference whatever to the 
important problem of the objectives of public undertakings — a factor which 
conditions their status. Similarly, before the legal status of an undertaking 
can be determined, the methods of financing its operations must be precisely 
defined. The author does not give sufficient attention to the actual function- 
ing of the existing legislation in this field, which is extremely vague and 
requires reform with a view to facilitating the smooth expansion of public 
undertakings. In view of the high position (that of conseiller-référendaire) 
held by Mr. Delion at the Court of Accounts, the reader is entitled to expect to 
see in this book some very definite views on the subject. Furthermore, the 
question of profits deserves closer attention than it has received here, parti- 
cularly with reference to the fundamental problems of price-setting, depre- 
ciation, reserves and self-financing. 


It would also have been interesting to read the author’s views — if only 
in summary form— on the broader problem of achieving greater uniformity 
of status among public undertakings in the Common Market. It is a well- 
known fact that a number of managers in Austria, France, Germany and 
Italy are actively seeking means of standardising conditions of financing, 
measures to counter short-term fluctuations, etc., on a broader plane than that 
of the national economy. 


The principal merit of this book lies in its usefulness and convenience as 
a reference work; for in it the author has compiled and classified a large 
number of separate texts and documents. 


D. De BRULLE. 


A. CHAZEL and H. POYET: L’économie mixte (Mixed Economy). Collec- 
tion « Que sais-je ? », Paris, Presses universitaires de France, 1963. 
1 vol., 8vo. 128 pp. 


The “mixed” sector of the economy contains such a great variety of 
different forms of undertakings that its description in general terms is ex- 
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tremely difficult. On the other hand, in view of its growth during recent years 
and the importance of the part played by “mixed-economy companies” it 
has become urgently necessary to attempt to present a coherent picture of 
the sector as a whole. In this arduous task the authors have succeeded 
admirably. 


The book consists of two parts. The first part analyses the characteristics 
of cooperation between public and private entities by formal association within 
the framework of an individual company. The authors study, infer alia, 
trends in general attitudes and in legislation on the subject of mixed economy, 
the reasons which have led public authorities to enter into association with 
private entities at the national as well as at the local levels and the character- 
istics of associations of this kind. There is a separate chapter on association 
with entrepreneurs and professional investors. 


The second part of the book deals with what the authors call “mixed- 
economy relations”. They state that “relationships between public administra- 
tions and undertakings have developed or become apparent which, although 
not based on any formal association, nonetheless come within the scope of 
mixed economy”. Relationships of this kind are essential in the French econo- 
my as it is organised today — that is to say, based on “concerted planning”. 
Where a system of this kind exists it may be said that “just as the Plan is 
essential to the mixed economy, the mixed economy is essential to the Plan”. 


This small book throws a completely new light on the extremely important 
question of the “mixed” sector of the economy. Although it is based mainly 
on experience in France, it does on occasion draw on experience in other 
countries. One example of this is to be found in the section on the acquisition 
by public authorities of share holdings in private undertakings; the authors 
compare the situation in France to that in Italy and describe the problems 
which denationalisation has given rise to in the Federal Republic of Germany. 


Eugène DECOUX. 


3. Co-operation 


Jean LACROIX (Centre de recherches coopératives, Ecole pratique des 
hautes études): Types de Groupements Coopératifs de Consom- 
mation (Types of Consumer Co-operatives). Paris, Bureau d’études 
coopératives et communautaires, 1961. A brochure, 124 pp. 


Before launching on the actual study of the different types of co-operative 
units (the subject of the book) the author undertakes a general analysis of 
distribution systems, which, in view of the universal character of consumption, 
play a vital part in the economy in general. He describes schematically 
distribution systems in fundamental, centralised and decentralised economies. 
and outlines the different circuits of distribution existing in France. One of 
the main problems relating to the distribution system is its cost, which amounts 
to as much as 30 to 50 per cent. of the price of the goods and will inevitably 
rise still further. What can be done to deal with this problem in decentralised 
or planned economies? 

The author devides co-operative units into two categories, namely primary 
units established by the consumers themselves and secondary units consisting: 
of associations of primary units. 
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After briefly recalling the circumstances which gave rise to the establish- 
ment of the first co-operatives (Rochdale) the author examines their functions. 
The primary function of a co-operative is clearly retail selling; but it may 
also assume a subsidiary economic function as well as social and cultural 
ones. Co-operatives carrying on a variety of different functions have in the 
past frequently been charged with ineffectiveness; consequently one can 
observe today a trend towards concentration in groups performing a single 
function. 


A co-operative has the same problems to cope with as a capitalist under- 
taking; but the characteristics of these problems may be affected by the 
particular nature of a co-operative society. The question of development and 
expansion of co-operatives is gone into in considerable detail. The author’s 
attitude towards the larger undertakings is far from enthusiastic; in his view 
they encroach on economic democracy, require excessive and bureaucratic 
control which renders them unadaptable to changing circumstances and place 
the society in danger of falling under technocratic control. To reduce these 
risks, special institutions (such as Section Committees in France) have been 
established to maintain liaison between the managers of societies and their 
members. 


When deciding on what stocks to accumulate a co-operative must always 
remember that its primary aim is the defence of the consumer. If it resorts 
to advertising it must see to it that its advertisements are always absolutely 
fair. The author observes that in the field of credit sales there has been a 
certain relaxation of the categorical prohibition on such sales laid down in 
the guiding principles of the Rochdale society. Small societies still use order 
books for their sales, while the larger ones confine their credit sales to 
consumer durables, which are sold on a hire-purchase basis. 


The author refers to the suggestions put forward by a number of other 
writers to the effect that, in order to improve the situation of employees of 
co-operative societies, they should be given an interest in the society over and 
above their wages. 


The capital of a co-operative is usually small, although it can if necessary 
be increased. Co-operatives have to raise the finance they need by obtaining 
credit from their suppliers and bank advances and by inducing their members 
to lend their savings. Self-financing is liable to be looked upon askance by 
the members on the grounds that it adds nothing to the value of their shares 
(the reserves of a society may not be distributed). 


The author’s views on the subject of dividends (a problem in which psycho- 
logical factors are the dominant consideration) the author’s views are that a 
policy of payment of relatively small dividends is more in line with the aims 
of co-operatives and therefore the best. 


The reason for the establishment of secondary co-operative units is the 
desire of the constituent primary units to achieve a maximum of efficiency in 
all fields. Such associations may be of a-federative or an amalgamative 
character; however, as amalgamation is never complete, there is always room 
for the establishment of federal organisations, in particular at the national 
level. The author briefly sketches the history of the problem of concentration 
in the co-operative movement in a number of European countries. 


Concentration of powers at the national level is essential if the dynamic 
character of the co-operative movement is to be maintained. On the other 
hand, it must not be allowed to jeopardise the principle of economic democracy 
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within the movement. To this end machinery designed to secure liaison and to 
provide guidance is necessary. Intermediary organisations or regional fede- 
rations have therefore been established to maintain liaison between the 
national organisations and the individual members. 


National organisations discharge a great variety of different functions, 
ranging from centralisation of purchasing and auditing of accounts to the 
watchdog function of insuring that principles of the co-operative movement 
are respected as representing the co-operative movement as a whole vis-à-vis 
the public authorities. 


The author concludes with a demonstration that the co-operative move- 
ment — which he describes as “a coherent, logical and rational whole” — is an 
integral and essential part of a decentralised economy of the Western Euro- 
pean type. 

Arlette COLARD. 


Paul LAMBERT: Studies in the Social Philosophy of Co-operation, 
translated from the French by Joseph Létargez with the assistance 
of D. Flanagan. Publishers: Co-operative Union Ltd., Manchester; 
Co-operative League of the U.S.A., Chicago; Société Générale 
Coopérative, Brussels. 1 vol., 8vo. 310 pp. 


Paul Lamberts latest book, entitled La Doctrine coopérative, is an 
extremely interesting work. The idea of writing the book had been steadily 
maturing in the author’s mind since his early youth; this is clear from the 
foreword, where he says: “To a certain extent the origins of this book lie 
in the remote past. As a youth my mother, returning from a co-operative 
meeting, related events to me: the balance-sheet had been explained clearly, 
and there had been justified criticisms, and also other criticisms, unworthy of 
the co-operative spirit. This is how I came to appreciate co-operative demo- 
cracy: free deliberation between equals within an enterprise. 1 Over the long 
years that I have devoted to the study of economic science, I have never ceased 
to think of Co-operation.” 


Professor Lambert made clear his intention to write a book of social 
philosophy rather than a scientific work in the following paragraphs: 


“The present work is a study of social philosophy; it is necessary that I 
warn the reader of the meaning that I give to this word. 


“Like many writers, I make a clear-cut distinction between social philosophy 
and science. Science explains the real, social philosophy judges the real and 
proposes several changes in order to improve it. ... In two chapters of the present 
book is a new history of the co-operative thoughts, — though it is a very modest 
and summarized one; | shall be led to taking a stand on various points which 
have been questioned in the history of the thinking. But my main concern 
is not that of an historian; it is that of a man of thought: I aim chiefly at 
expressing,. as clearly as I can, my own opinion on the problems of the co- 
operative thought, starting with the most burning ones. I shall never be 
content with explaining. I shall always give my opinion, since I believe that 
this is the best way to allow the reader to pass his own judgment easily. In ` 


1 An asterisk following a passage in italics indicates that the passage was italicised 
by the author. 
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fact it is because of this personal responsibility that I use the first person 
throughout the book.” (pp. 28-29) 


> 
kk 


The book begins with a general review of co-operative thought up to the 
time of the Rochdale Society of Equitable Pioneers and outlines the systems 
devised by the principal authors of the movement — Robert Owen and Fourier 
and their disciples, St. Simon, Buchez, Proudhon and Louis Blanc. This 
section forms a dramatic introduction into the heart of the subject matter of 
the book. The imagination is caught by some of the strange and even 
stupefying visions of the future (particulariy those of Fourier). The ema- 
nations of minds which look so far into the future are stimulating force. Here 
is one example; it was written by Dr. King, a disciple of Robert Owen, in 
The Co-operator on 1 August 1828-—that is to say, 135 years ago and 16 
years before the foundation of the Rochdale: Society of Equitable Pioneers: 


“The working classes have the strongest possible motives for opening shops 
for themselves. The sum of money, which the working classes spend in the 
course of a year, is enormous. It amounts to many millions. The profit 
upon this sum, would of itself be sufficient to establish many manufactories. 
It is not the want of power, but the want of knowledge, which prevents their 
setting to work, and making a beginning... Shopping ‘for themselves, and 
working for themselves, will give them profits, and therefore capital, and 
therefore independence.” (p. 48) 


This chapter concludes, like every other chapter in the book, with a crystal- 
clear summing up. The closing sentence reads as follows: “From this astound- 
ing mass of thinking was going to rise, thanks to the Rochdale Pioneers, a 
real movement which was going to develop and spread endlessly throughout 
the whole world.” 


Za 


The title of Chapter 2—-“A Fresh Analysis of the Rochdale Principles 
and of the Co-operative Principles in General” is particularly apt. The 
author outlines and explains the main problems in the following order: 


(1) democracy; (2) rules governing the accumulation and distribution of the 
surplus and the treatment of the net assets (dividend, interest on capital, price 
policy, distribution of net assets, spirit of service); (3) freedom to join; 
(4) voluntary membership; (5) cash purchase and sale; (6) neutrality; (7) edu- 
cation; (8) determination to take over the world’s economic and social system 
and to reorganise it on co-operative lines (p. 63). 


The reader may be somewhat surprised not to find any mention of the 
principles of self-help and mutual aid in this list. The only reference to them 
in this chapter is a passing one: “Let us finally recall that, through their 
example, the Pioneers brought to light the value of two principles when they 
are united: self-help and mutual help.” 


However, there is at the end of the book a chapter of general conclusions 
entitled “The Essential Nature of Co-operation and the Future of the Co- 
operative Movement” in which the author arrives by analysis at the conclusion 
that the elements of co-operation, in order of importance, are as follows: 
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(1) self-help; (2) voluntary nature; (3) mutual aid; (4) democratic autonomy; 
(5) profit ruled out; (6) educational purposes; (7) the socialist nature; 
(8) striving to conquer. It will be seen that self-help is placed first and 
mutual aid high on the list. 1 


But the most striking of the many important features of Lamberts 
analysis-— that is to say, his “Review” of the Rochdale principles and of co- 
operative principles in general —is the prime importance he attaches to the 
principles of democracy. This is a new and extremely significant approach. 
The author gives two reasons for his views. 


Firstly, he says, the principle of democracy is the principle which “dis- 
tinguishes co-operative business most sharply from capitalist business”. He 
explains this by saying that “the principle of democracy can be applied 
uniformly to any type of co-operative — consumer co-operatives, independent 
producer co-operatives, credit or housing co-operatives, or farm co-operatives. 
of ali kinds”; on the other hand, “the dividend, which is held in some quarters 
to be a vital principle of Co-operation, has to be modified in certain co- 
operatives, and in some instances is superseded by a different method of 
distribution (but not by distribution in proportion to the amount of capital 
held)” (p. 64). 


The author expresses the intention of returning to this last point later. 
He does so on page 78 in the following terms: 


“Dividends in proportion to purchases are not practicable in all types of 
co-operatives, and Poisson says that in societies other than consumer co- 
operatives the principle must be adapted. This is an understatement, for in 
some instances it has to be completely replaced by another method. In any 
independent producer co-operative the distribution of the surplus in proportion 
to the work performed by each worker-member is quite a different principle 
from distribution in proportion to transactions. This is not an adaptation 
but something else entirely*. Of course, in other cases the principle of 
dividends proportional to transactions can in practice be adapted. Take, for 
example, a farm purchasing co-operative, which may be able to stick closely 
to the principle of paying dividends in proportion to the purchases of each 
of its members. A genuine marketing co-operative may pay dividends in 
proportion to sales. an adaptation of the principle. A credit co-operative 
may pay dividends in proportion to the amount of credit used — likewise an 
adaptation. But in industrial producer co-operatives and in certain farm 
producer co-operatives quite another principle is necessary* (p. 78). 


The second argument Lambert puts forward is the thesis that the only 
infallible criterion by which one can judge the genuineness of a co-operative 
is the extent to which the principle of democracy is applied in it. His ex- 
planation is as follows: 


1 It is, however, to be regretted that mutual aid and self-help have been separated. 
In the quotation in the previous paragraph of this section, Professor Lambert speaks 
quite rightly of the value of the “simultaneous application” of the two principles. Self- 
help as practised by an individual wage-earner will frequently be ineffectual; whereas, if 
practised in a framework of mutual aid and thereby given the status of collective or 
co-operative self-help, it can develop into an economic power of the magnitude imagined 
by Dr. King and the Pioneers and sufficient to give the working classes well-being and 
independence. The fact of the matter is that in the fields of co-operation, self-help and 
mutual aid are two complementary parts of a whole and should never be considered 
separately one from another. 
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“When a co-operative is made up of different groups it is important, in 
deciding whether it is a genuine co-operative or not, to look at the society 
and its constituent groups as a whole. 


“It sometimes happens that large capitalist concerns set up sales co- 
operatives in which, on the face of it, the Rochdale principles are observed, 
i.e. each member society has a vote, the surplus is distributed on the dividend 
principle, etc. Why then are these not genuine co-operatives? Because such 
a society is only a superstructure and is not based on the democratic principle; 
if we take a look at each of the member societies we see that the principle 
‘one man, one vote’, does not apply. 


“I feel that this approach is a very useful one, for it provides a reliable 
yardstick in distinguishing true from false co-operatives. 


“Similarly, in agriculture, if a few big landowners employing farm workers 
combine to form a purchasing or marketing co-operative, we have exactly 
the same phenomenon. superficially a staunch adherence to the Rochdale 
principles but in the last resort an absence of democracy because the farm 
workers (who are the main users in accordance with the definition I gave 
earlier) have no power to take decisions” (p. 67). 


These arguments are unanswerable; as the other principles of co-operation 
become inoperative where this problem exists, there can be no question but 
that the author is right in stating that the most important criterion is that 
of democracy. From the doctrinal and practical as well as the theoretical 
points of view, this is a statement of the utmost significance. 


The whole of the section on democracy is of considerable interest. After 
stressing the over-riding importance of the democratic principle Lambert goes 
on to consider the legitimacy of a priori restrictions on the right to vote (for 
instance, in a consumer co-operative one may have to purchase a certain 
amount in order to qualify to vote); the inevitable ambiguities which arise 
when a person is both a member and a customer; the necessity of arriving 
at democratic compromises regarding the respective positions of the different 
types of “users” within a society; distinguishing between genuine and false 
co-operative societies by studying the application of democratic principles; 
the application of democratic principles in workers’ production co-operatives; 
direct and indirect democracy and the problem of secondary co-operatives 
(i.e. co-operatives whose members are co-operative societies); and co-operative 
democracy in practice (pages 14 to 60). 


The views the author sets forth in this chapter are developed into a 
complete system in the concluding chapter, in which he explains what in his 
view forms the essence of co-operation. It is in this last chapter that Lambert 
defines a co-operative undertaking in the following terms: 


“A co-operative society is an enterprise formed and directed by an asso- 
ciation of users, applying within itself the rules of democracy, and directly 
intended to serve both its own members and the community as a whole” 
(p. 231). 


Developing a remark made earlier the author explains this definition as 
follows: 


“If our definition is to retain its general character, the term ‘user’ must 
be given a broad meaning, and there must be no confusion between ‘users’ 
and ‘consumers’.” This interpretation is in line with the opinion of Fauquet, 
who makes the following pronouncement: “One may be the ‘user’ of an enter- 
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prise in three different ways, according as one requires of that enterprise 
marketing, supply or labour services.” Fauquet also makes the distinction 
between three types of users: “seller-users, worker-users, purchaser-users”. 


“I have ventured to introduce a specific note into the general character 
of the term ‘user’, 


“It is this: the capacity of ‘user is determined on the basis of the main 
function of the total entity formed by the enterprise and the units which founded 
it. That allowed me to use the democratic principle as the criterion of 
Co-operation and to distinguish, in a few difficult cases, between true and 
false co-operatives. For instance, when a so-called selling co-operative, 
apparently putting into effect the Rochdale principles, is set up by capitalist 
firms, that is not a real co-operative, because the whole formed by the 
enterprise and the units constituting the enterprise does not apply the derno- 
cratic principle.” 


Having given these explanation, Lambert draws the reader’s attention to 
what he describes as a “rather surprising conclusion” which in his opinion 
follows from the principles he has already laid down, namely, that “persons. 
who use the services of a co-operative solely for marketing purposes can never 
form a genuine co-operative solely in that capacity”. The main reason for 
this is that “in a whole constituted by a series of units and a co-operative, 
the main activity is never selling. In a consumers’ co-operative, the principal 
user is the purchaser. In a producers’ co-operative, the principal user is the 
worker.” 


“Certainly”, he goes on, “if you take a number of agricultural producers’ 
co-operatives combining to sell their products in a sales co-operative, that 
is a genuine co-operative, because in the group as a whole the main activity 
is production, and the activity of selling is a side-line. 


“But take a number of non-co-operative farming concerns joining to form 
a sales co-operative. What is- the main activity of the group as a whole? 
It is production. Of course we are well aware that the activity of selling in 
itself adds something to the usefulness of the goods, and that, in a broad 
sense, it is also a production activity. But this additional production of use- 
fulness is never anything more than a fringe tacked on to the fundamental 
production of the goods; and consequently, if the goods are produced by non- 
co-operative units, and if they are only sold by a co-operative, I maintain 
that this is not a genuine co-operative, because the users of the total entity 
are producers and the co-operative is not a producers’ co-operative. 


“It would be wrong to imagine that this is simply a piece of hairsplitting 
by a theorist. As we shall see in a moment, the practical consequences of 
this distinction are highly important*, 

“To give my views on the subject at once, in a few words, the fact of 
selling a product to non-co-operators, and at the highest price possible, can 
never be a co-operative activity. The truth of the matter is that purely sales 
co-operatives are cartels, whether they are formed by large units or smail*. 


“My attention was drawn to this point by a definition of Co-operation that 
I heard at Erlangen, during the Second International Conference on the 
Science of Co-operation, in August 1957. 


“Mr. Frank Robotka, of the Iowa Experimental Farming Station in the ` 
United States, defines the co-operative society as follows: ‘It is an association 
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of autonomous units (farm or other business units, or households) whose pur- 
pose it is to conduct jointly some activity which is an integral part of the 
operations of the participating units, as a means of increasing incomes, reducing 
costs or otherwise enhancing the economic interest of the participating units.’ 


“As I said at the time at Erlangen, this definition can perfectly well apply 
to a capitalist cartel. 

“This definition of Co-operation makes no reference to the Rochdale 
principles: neither to the democratic principle nor to the principle of dividend, 
which when interpreted and broadened becomes the principle of activity with 
a view to service. The mere fact of uniting to further one’s own interests 
is not a co-operative activity. If people unite purely with the intention of 
fostering their own interests as far as possible, and come what may, they 
form a cartel, but not a co-operative.” (pp. 232-233) 


In the second part of the chapter on the principles underlying the Rochdale 
movement Lambert examines the rules governing the earning and distribution 
of profits. He discusses the question of dividends at some length. In his view 
the dividend principle is not the yardstick of Co-operation, not only for the 
reasons described earlier in this article, but also because — 


“If a co-operative decides to set aside all its surplus for expansion, no 
dividend can be paid. Similarly, if it chooses to sell as close as possible 
to cost price, there can be no dividend either. And yet no one would argue 
that these two co-operatives are not genuine. Moreover, as we have seen, it 
is quite in order to allocate the surplus for some collective purpose instead 
of distributing it among individuals and it is sometimes necessary to adapt 
the principle or even to drop it altogether. Thus the dividend cannot be 
used as a yardstick for all types of co-operative at all times. 


“Besides, in a totally co-operative regime, the return would lose its main 
reason for being. It suppresses today some part of unearned incomes, while 
these incomes have already disappeared in a co-operative regime. 


“The return would merely confirm the inequalities which would still exist 
in the distribution, and which, at that time would be justified since they would 
be proportional to each individual’s capabilities and efforts: the highest income 
would automaticially give a right to the highest purchases and return. 


It would be simpler to sell, in principle, at a price closer to cost and 
to avoid profit; in such instances, when the relative scarcity of the goods 
would make prices rise, the surplus would best be used for collective interest 
purposes: educational, health and leisure works.” (pp. 78-79) 


But, having made these remarks, the author, speaking not only as a 
theoretician but as a social philosopher, recognises that “the traditional 
dividend principle is nevertheless of great importance”. “In trying to classify 
the fundamental principles of Co-operation”, he writes, “I have dwelt on the 
reasons why I consider the democratic principle to be paramount. But the 
principle of dividends in proportion to transactions was, historically speaking, 
a godsend*; the Rochdale Pioneers to some extent reshaped it and gave it 
final form. It was a godsend in that it helped to launch the growth of 
consumer co-operatives throughout the world*. Members felt that, although 
for the time being they were paying current prices, at the end of the quarter 
or the year they would draw their dividends. In this way they got into the 
habit of Co-operation and became steady customers.” 


This is the way things were in the past. But how are they today? And 
how will they be in the future? “But should the consumer co-operatives now 
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drop the whole idea of dividends in proportion to transaction? By no means. 
Dividends in proportion to transactions give member co-operators a share in 
the total commercial profits of the nation. In. Marxist language, they get 
back a proportion of the surplus value—-a point I have often enlarged on 
when speaking to working-class audiences. If this principle were fully grasped 
by wage earners, it could lead to a silent revolution. I have often pointed 
out that in Belgium—to take only one example——the workers receive between 
52 and 54 per cent. of the national income. If, after deducting taxes, rent, 
electricity, gas and doctors’ bills and expenditure on recreation, this enormous 
sum were to be spent in consumer co-operatives, the latters’ power would be 
such that a revolution would take place of the kind that Dr. King and later 
Charles Gide used to dream about. They would inevitably control the distri- 
butive system and, with such huge resources behind them, would lead the 
field in industrial production too. Thus there can be no question of belittling 
the dividend principle in any way. In fact, so far from dropping it, perhaps 
we would emphasise it even more and try to convince people of its underlying 
significance. This would form an admirable topic for co-operative pro- 
paganda.” (pp. 79-80) 


But Lambert has more to say about the extremely complex problem of 
dividends. He takes the matter up again in connection with the subject 
“Sale at market prices or an active price policy?” He expresses his views 
on this subject, as elsewhere in the book, vigorously and in unambiguous 
terms, as follows: 


“There can only be a dividend if sale prices are higher than production 
costs. The Rochdale rules go no further than this, and there is no statement 
to the effect that goods must be sold at market prices. This, therefore—as 
Poisson noted—is a latter addition to the Rochdale principles. But in fact, 
once they had decided to sell above cost, the Pioneers had no course open 
to them but to sell at market prices. They were so insignificant compared 
with the great mass of retailers throughout the country that they could not 
hope to have any impact on the general price level. On the other hand, as 
is very ably shown by Hans Handschin, to whose study I have already 
repeatedly alluded, sale at market prices is by no means a cast-iron rule. To 
quote Charles Gide: — 


If, in order to undercut, they (the co-operatives) are forced to drop 
dividend payments or reduce them to 3 per cent., good luck to them 
they are on the right road. 


“For one thing, in any country where the law taxes co-operative surpluses 
in the same way as the profits of joint stock companies, co-operatives inevitably 
cut their prices as close as possible to cost. Moreover, as the co-operative 
movement expanded in every country, the question of pricing took on a 
completely different aspect. The movement controlled a substantial slice of 
the retail trade and its policy inevitably affected the general level of prices. 
Thus the principle of selling at market prices became meaningless, since 
market prices themselves depended on the movement’s own decisions. 


“Acceptance of the prices charged by the majority of other traders amounts 
to maintaining and justifying these prices, 


“In many instances co-operatives have systematically undercut in order 
to serve the public, eg. when they felt it important to combat the rise in 
the cost of living. Elsewhere—as in Sweden—they have consistently fought 
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the monopolies by undercutting them. The problem is no longer to find out 
the market price but to decide what is the price best calculated to influence 
the market price in accordance with the interest of the community as a 
whole.” (p. 80) 


Why does the author write, in the last sentence of the above quotation, 
that the problem is “to decide what is the price best calculated to influence 
the market price in accordance with the inferest of the community as a whole”, 
instead of “in the interests of the membership’? The reason is this. In 
several places earlier in the book he has laid stress on the fundamentally 
social and ethical character of the co-operative movement and the incompati- 
bility of the co-operative spirit with any attempt to obtain benefits for the 
members which would not themselves be compatible with the general interest 
and the general welfare. The author returns specifically to this point in the 
last part of this section, which is entitled “Members’ interests and altruism— 
the principle of service”. In this section we find the following: “The members 
only seek to further their own interest in so far as they consider it consistent 
with the general interest, Le that of the vast majority of citizens. This is 
. why they refuse to draw any profits. The co-operative surplus which they 
share out has accumulated from their own purchases and does not therefore 
constitute a profit. 


“As we have seen, the main thing about the dividend principle is its 
negative aspect—the refusal to make any distribution in proportion to the 
capital invested. We have also seen that in a broader sense it excludes 
the distribution of any profit. These negative rules imply a positive attitude 
in the shape of a special type of management trying to serve the member- 
ship and the community as a whole. Thus the dividend principle in its broader 
sense, when interpreted in the light of the co-operative spirit, merges with 
the principle of service.” (pp. 82-83) 


* 
EI 


The third section deals with the other principles: the absence of qualitative 
restrictions on membership; the voluntary character of membership; the rule 
of purchases and sales for cash; neutrality; educational aims and the aspiration 
to moral betterment; and the desire-to expand and permeate the entire econo- 
mic and social organisation of the world with co-operative principles. I shall 
confine myself here to saying a few words about the principle of neutrality. 
Lambert points out that “it is not laid down in the Rochdale rules” and that 
no specific attitude on the question was adopted until 1861. He points out 
first of all that it offers the considerable advantage of allowing the co- 
operative movement to be united. However, he goes on to say: “One should 
not believe, however, that it possesses no disadvantages. It forces Co- 
operation to treat the representatives of all the parties in the same way, a 
fact which slightly discourages its true friends and deprives it of a direct 
influence in Parliament. Moreover, it turns away from co-operative action 
those who can only conceive it in relation with a distinct political or religious 
doctrine. 


“However this may be, neutrality is not a hard and fast principle. There 
are neutral co-operative movements throughout the world as everybody knows. 
There are also co-operative movements which from the start show a distinct 
political or religious leaning- as they are perfectly entitled to. Only the 
International Co-operative Alliance has a duty to remain neutral.” (p. 86) 
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In this specific connection there are two points I myself should like to 
make. 


Firstly, Professor Lambert might, in this connection, have drawn attention 
to Dr. Fauquet’s views as expressed in his book Le Secteur coopératif, para- 
graph 21 of which contains the following: 


“It is thus clear that one of the prerequisites for the healthy and normal 
functioning of a co-operative institution is that the institution must be made 
up of elements of a group or of groups which are homogeneous— not in 
absolute terms, but in relation to the function or functions for which the 
enterprise is responsible — in character. 


“The cohesion which this economic homogeneity gives may be strengthened 
by circumstances extraneous to the functioning of the undertaking; for instance, 
all the members may live in the same neighbourhood, be of the same origin, 
or share the same political or religious convictions*.” 


Secondly, Fauquet makes an observation of considerable interest on this 
subject in connection with a measure taken by co-operatives in the Nether- 
lands. Just after the passage quoted above we find the following: “Moreover, 
co-operative organisation, owing to its federal structure, lends itself particu- 
larly well to the use of different types of elements making for cohesion. In 
the Netherlands, for instance, the consumer co-operatives have joined together 
in two separate federations established on a religious basis, one consisting of 
Roman Catholic societies and one of lay societies; but both obtain their 
supplies from the same wholesale store*. Similarly, agricultural co-operatives 
which have taken to specialising in individual products in order to secure 
greater cohesion of membership may come to realise that they have specific 
needs which can better be satisfied by a single organisation catering for all 
of them. Their individual characteristics distinguish them from one another; 
their common characteristics draw them together*.” 


There is a lesson here which the co-operative movement as a whole in 
countries in which the principle of neutrality cannot be given practical appli- 
cation at the base— that is to say, in primary co-operative organisations — 
could and should take advantage of. 


k 
kk 


So far I have only been able to deal with a relatively small — albeit 
extremely important — part of Professor Lambert’s book, and I have already 
used up nearly all the space allowed me. To describe the contents of the 
rest of the book I can do little more than briefly indicate the main subjects 
dealt with by giving the chapter headings, which are: Co-operative Thought 
after Rochdale; Renovation of the Fair Price Doctrine; Strength and Weakness 
of the Principle:—-“The Consumers’ Supremacy”; Economic Democracy, 
Wage-earners, Co-operation, Trade Unionism; The Essential Nature of Co- 
operation and the Future of the Co-operative Movement. 


But there is even more valuable documentation contained in this book than 
that found in the eight chapters it contains. As is indicated in the preface, 
the book also contains a series of extremely well-presented bibliographical 
notes and five appendices reproducing earlier documents of the utmost impor- 
tance, in particular an article written by Buchez in 1831 laying down rules 
for workers’ production co-operatives and the rules of the Rochdale Society 
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of Equitable Pioneers. Thus in every respect this fine work is an invaluable 
reference book. 


ok 
Ex 


I wish that I could say at this point that my task is completed; but I feel 
that I must say a few words more, because otherwise my silence might be 
interpreted as assent to the views expressed by my good friend Paul Lambert, 
particularly at the end of this book, on the nature, the significance — not 
to mention the importance and the influence—.of that short but brilliant 
book entitled Le Secteur coopératif, written by my late and lifelong friend 
Dr. Fauquet. 


We met for the first time in 1893. Both of us were 20 years of age and 
were studying in Paris; he was studying .medicine, I was studying at the 
Sorbonne. From then on, although we went our separate ways until 1920, 
when our common friend. Albert Thomas asked us both to come and work 
with him at the International Labour Office, we never lost touch with one 
another. In that Office we became Thomas’s close colleagues. Between then 
and 1953, when Fauquet died, we were drawn steadily closer together by 
friendship and continual discussion. At the congress of the French National 
Federation of Consumer Co-operatives, held in Strasbourg in 1951, it was 
Dr. Fauquet who put forward a motion— eventually carried unanimously — 
which, referring to the resolution adopted by the Central Committee of the 
International Co-operative Alliance in Zurich in 1946, urged “members of 
co-operatives and co-operative societies to give their support to the Inter- 
national Centre for Information and Research on Collective Economy directed 
by Professor Edgard Milhaud”. 


Even as a twenty-year-old student, Fauquet was already a thinker, a militant 
and a practitioner of co-operation and was to remain so all his life. In Geneva, 
from 1920 until the day of his death, he advised the officers of the local co- 
operative society on all the decisions they had to take and helped to lay the 
foundations for the progress which have helped the society to become a 
major commercial power in that city. It was his tremendous and unremitting 
efforts to bring about a closer understanding between the co-operative organ- 
isations of producers and consumers of milk that the Union Laitière, in which 
the two co-operated with one another, was thus bringing the “milk war” 
to an end. After helping to found this Union, he became the champion of the 
idea of “associated labour” and helped to give that idea its first practical 
application in the establishment of the Sales Association of the Geneva Union 
Laitiere. | 

At this point I must quote an important passage from the concluding 
chapter of Lambert’s book, entitled “Co-operative Economy or Co-operative 
Sector?”. The section in question is entitled: “How Gide’s Programme can 
Regather all Its Strength.” 


“The problem of co-operative expansion brings up a general question, a 
guestion of principle*. Charles Gide, as everyone knows, contemplated a 
programme in three stages, consumer co-operatives setting up production 
enterprises and, at the third stage, farming concerns, so that the purely 
voluntary co-operative movement was to end up by taking in the general run 
of the economy. 


“Fauquet, however, rejecting this impressive vision, wrote in Le secteur 
coopératif this sentence which has since become famous:— 
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Neither consumer Co-operation alone, nor even all the forms of Co- 
operation taken together, can invade the whole of the economy. They 
can only aim at occupying one sector of it. 


“This view of Fauquet’s is bound up with his rejection of co-operative 
‘régies’ as true co-operatives. It is because he sees the co-operative movement 
as a purely voluntary movement that he thus assigns to it, for all time, one 
sector of economic activity. But the foregoing arguments may be linked 
with Charles Gide’s vision by saying: although the purely voluntary co- 
operative movement cannot embrace the general run of the economy, Co- 
operation as a whole can and should do so Co-operation in all its forms, 
including co-operative ‘régies’, including public services, applying co-operative 
rules more and more. When I say the general run of the economy, I am very 
close to Charles Gide, and I do not mean, any more than he did himself, the 
whole economy down to the last detail. We all know very well that the work 
of the innovator and artistic activities, for instance, will have to remain at 
individual level*. In accordance with Gide’s thinking, I do not by any means 
interpret an individual enterprise as a capitalist enterprise, but as an enterprise 
that is limited to one person or one family*. Such enterprises will survive, 
not only for the work of the inventor or the innovator, but also for crafts- 
manship and even for some distribution activities, when it is a case of distribut- 
ing rare commodities, or of filling a place that it would be inopportune for 
the co-operative movement to take. They will survive within a general frame- 
work dominated by co-operative enterprises, public and private, and coordinated 
by flexible State planning*. 


“With this modification, Charles Gide’s vision of the future recovers all its 
power. 


= “I am glad to return in this way to the fundamental idea of Ernest Poisson 
and Louis de Brouckére. In 1920, the former was writing La République 
coopérative. And in 1947 the latter was exclaiming: ‘The time has come when 
it is no longer enough for co-operators to develop their enterprises, they must 


1” 


instil their ideal into the whole of the economy’. 


There are likely to be-—nay, it is inevitable that there should be — differ- 
ences between the intellectual temperaments of men like Fauquet, de Brouckère 
and Lambert; this is all to our advantage. The extraordinarily complex struc- 
tures and practices of economic and social life today may well cause different 
reactions in different people, even where the people concerned have the same 
principles and the same main aspirations. Furthermore, terms and groups of 
terms which new developments have made out-of-date are often invented and 
maintained in language, the vehicle for translation of facts into ideas and of 
ideas into words, which consistently seeks the most rapid and expressive way 
of conveying meanings. 

Lastly, trends of events may depend to a considerable extent on questions 
of character; this sometimes gives rise to impossible terminological problems. 


The co-operative movement was established, over a century ago on a purely 
voluntary basis; it was not until thirty or forty years ago that co-operation 
as practised by organs of central and local government became of any signi- 
ficance. The importance of this branch of co-operation is steadily increasing, 
and one of Lambert’s greatest merits lies in the fact that he has clearly 
defined and shown the importance of the co-operative character which 
public undertakings operated by central or local authorities can acquire under 
a tripartite system of management. At present, however, co-operative cor- 
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porations — organised in the form of associations of government authorities 
or along tripartite lines or in a manner combining both systems — still only 
make up a small proportion of the public sector of the economy. In the 
circumstances, one cannot but continue to follow the tradition of using the 
term “co-operative movement” exclusively with reference to the voluntary 
co-operative movement which Fauquet once described as “the co-operative 
movement for small units’; moreover, as Fauquet decided to classify the 
main fields of the economy as sectors, I fail to see how we can avoid accepting 
not only as legitimate but as remarkable in every respect a system of classify- 
ing economic units throughout the world under four main headings: namely, 
private, capitalist, co-operative and public. The use of this system of classi- 
fication enables Fauquet to draw conclusions of very considerable interest 
on such subjects as the development of co-operatives in the form of associations 
of undertakings belonging to the private sector, the expansion of the co- 
operative and public sectors at the expense of the capitalist sector, the reper- 
cussions of economic developments through a number of different sectors and 
the development of co-operative integration. 


On all these points—with the exception of the meaning of the word 
“sector” —-Lambert and Fauquet should be and are fully in agreement with one 
another. 


There can be no doubt that Fauquet devoted the whole of his life and 
work to what Professor Lambert would have called “co-operation of a purely 
voluntary character’, what the International Co-operative Alliance and the 
general public would have called “the co-operative movement” and what he 
himself called “the co-operative sector”. But it is clear from the terms of 
the Zurich resolution which I mentioned earlier, and also from the chapter 
entitled “The State, the Economy and Co-operation” in Le Secteur coopératif, 
that co-operation as practised by authorities, even in the form of the “co- 
operative corporation”, is quite acceptable to Fauquet from the economic and 
social standpoints. We find in paragraph 51 of Le Secteur coopératif the 
following: 


“51. Once that they can accept, with a positive understanding of past 
and present realities, the concept of a mixed economy and can discard the 
idea of the purely economic system as a mere abstraction, and once they 
realise that economic evolution is in fact a succession of mixed economies 
of different characters, members of co-operatives will cease to have any 
fundamental objection to any measures public authorities may decide upon 
to secure the proper functioning of public services or to establish machinery 
to regulate the economy as a whole. They may even recognise with satis- 
faction that these measures are taken in pursuance of aims similar to those 
which they themselves pursue in attempting to substitute the concept of 
organised service for thai of the struggle for profit and domination. 


They may even give their active support to intermediate forms combining 
elements of governmental action with elements of co-operative action (co- 
operative corporations and delegation of functions of public interest to co- 
operative institutions)*.” 


In an article entitled Hommage à la mémoire des pionniers de Rochdale, 
written in 1944, Fauquet defined this idea in greater detail in the following 
terms: 


“For purposes of convenience, and in accordance with what has become 
a generally accepted method of designating the different sections of the eco- 
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nomy, I have used the term “co-operative sector” to designate all the co- 
operative institutions in an economy made up of institutions of a variety of 
different economic forms. This approach evokes the idea of boundaries; in 
this respect it has a definite advantage when considered in conjunction with the 
ingenuous idea of an entire economy in which all the component parts would 
be cast in the same mould. But the use of this terminology should not be 
implied as suggesting that the further expansion of co-operative institutions 
is precluded. The co-operative sector must be considered as a sector in 
process of expansion; it is increasing in physical stature as its membership 
and the number of co-operative organisations grow, and it is also increasing 
in moral stature—in other words, quite apart from all economic consi- 
derations — as the principles which govern it and the example it offers gra- 
dually permeate through the whole of social life*.” 


This idea of the permeation of the whole of social life by the principles 
governing the co-operative movement and the example it offers, which Fau- 
quet would so much have liked to see become a reality, and the following 
quotation from the writings of Louis de Brouckére, quoted by Lambert on 
page 256 of La doctrine coopérative, which reads as follows:“The time has 
come when it is no longer enough for co-operators to develop their enterprises, 
they must instil their ideal into the whole of the economy.” 


The idea that there could be any divergence between de Brouckére’s and 
Fauquet’s beliefs seems in any case devoid of foundation, particularly as, 
during the entire post-war period, they consistently fought for the same things 
— and in particular for the Zurich resolution —— within the International Co- 
operative Alliance. 


As regards the pre-war period, it should be remembered that de Brouckére 
wrote the preface to the first edition of Le Secteur coopératif; this preface 
was kept in the second and third editions but omitted from the fourth, which 
contains instead a foreword by Fauquet himself. This was done because 
Fauquet wished the fourth edition to establish new contacts with the reading 
public and felt that the inclusion of both a foreword and a preface would 
be excessive for such a short book. But even today de Brouckére’s preface 
still remains of very considerable interest, so much so that it is impossible 
to buy copies of the first three editions. For this reason I think it is worth 
while here to recall the central portion of the preface, which reads as follows: 


“.. This book has enthralled me. It has been a genuine revelation for me. 
I could even say — and would be prepared to do so-—that I understand my 
own thinking better since Dr. Fauquet has explained it to me so clearly. 
His study, while remaining traditional in character, breaks new ground; 
it is based on the whole of the tradition which has developed during 
a century of unremitting struggle without neglecting or disavowing any part 
of that tradition; at the same time the author displays a full awareness of the 
present-day world — the world in which we have to live and act — the world 
to which we must adapt ourselves but which we must permeate in all its rami- 
fications with the principles of co-operation. 


“Dr. Fauquet has brought a welcome clarity to the ‘theory of the sectors’, 
which so often in the past has been merely outlined in a rudimentary and 
over-schematic fashion. I think he is right to divide the economy into more 
than two sectors. I think he is even more right to have refrained from 
looking on the private sector. as a survival of the past on its last legs. It is 
true that today the capitalist sector appears to be in process of being rapidly 
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taken over by a State-controlled sector which, although offering certain ad- 
vantages, is also bedevilled to a particularly marked degree by the dis- 
advantages inherent in any system of State control; but the private sector is 
the fostering-ground of a movement which is just as deeply rooted and is 
more likely to achieve its ends. The private sector is continually adapting it- 
self in its own way— which may well be the best way — to the requirements 
of the moment. Thus, Instead of witnessing a great and universal trend 
towards the establishment of gigantic, centralised, State-controlled under- 
takings throughout the economy and throughout the world, we may well 
witness two distinct and even opposite types of evolution, which may one day 
combine to form a higher synthesis but which will more probably continue 
side by side for many years to come, giving rise to an infinite variety of forms 
of mixed economy, and at the same time reacting on one another and influenc- 
ing one another in the same way as the different concepts by which those 
responsible live and work and influence one another. 


“Today we are witnessing a head-on clash between two different concepts, 
which have moral as well as economic connotations. There is a fundamental 
incompatibility between the authority of the State on the one hand and freedom 
of the individual on the other. There is a struggle between centralised, mecha- 
nical organisation and the co-ordination of autonomous forces. In a word, 
the choice is between imposition of and submission to the will of the master 
and co-operation between and among equals. 


“What will be the outcome of this struggle? Fauquet is quite right to 
consider the possibility of compromise systems. We learn from history that 
conflicts are sometimes resolved but are more often smoothed away by some 
compromise which, from the purely logical standpoint, is unacceptable but 
which is sufficiently workable to become a reality. In any case, it is useless 
trying to forecast the future. The future is not predetermined; it depends 
on what we make of it. Instead of trying to foresee it, then, we should try 
to make something of it. The more we succeed in proving the excellence of 
co-operation by our works and in making the spirit of co-operation a living 
thing, the more the future will be permeated with the spirit of co-operation 
and of humanity in the true sense of the word. 


“Dr. Fauquet has probably done more than any other man alive today to 
breathe new life into. the co-operative spirit and is therefore specially entitled 
to the gratitude of all the members of the co-operative movement.” 


This preface gives a great deal of food for thought and stresses a number 
of extremely important questions. In the same way as the book itself gave 
in its time—and still does give—much food for thought and is still a 
spiritual guide of inestimable value for all theorists, doctrinaires and practi- 
tioners of co-operation. 


And, at the same time as I pay a tribute to de Brouckére and Fauquet, | 
wish to pay an equally sincere tribute to Paul Lambert for the penetrating 
analyses and vigorous conclusions with which in his book La doctrine co- 
opérative, he has clarified and defined the methods by which the peoples of- 
the world and the international community to which they belong will be 
enabled to fulfil the aspirations of all three and to permeate their national 
economies and the economy of the whole world with the fraternal ideal of 
co-operation. 


Edgard MILHAUD. 
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Recent Publications of l'Action internationale de développement coope- 
ratif (ACINDECO). 


The importance of the work of the co-operative movement in the developing 
countries is well known. The work of the ILO, the ICA and some of its affi- 
liates and various training institutions such as the French Institute of Co- 
operative Action, the Co-operative College, and others in the field of co- 
operative development is too well known to require detailed description here. 


The International Action Centre for Co-operative Development (ACINDECO) 
was founded in 1959 under the auspices of the International Catholic Co- 
operation Centre to promote CEVEIOPIent along co-operative lines in the more 
backward areas of the world. 


The by-laws of the Centre, while not treating co-operation as an end in 
itself, do state that it is “a means of bringing about the over-all betterment of 
mankind … which will gradually lead to radical changes in economic and 
social structures”. 


Although the Centre was founded only very recently, it already has to its 
credit positive achievements in a number of countries, including Ecuador, Haiti, 
Ruanda and Uruguay. 


The Centre’s work consists mainly of providing technical and administrative 
assistance to co-operative societies in overseas countries which request such 
assistance and training for officers and militants. 


It has also undertaken the publication of a series of 12 brochures designed 
to acquaint potential leaders in newly independent countries with the problems 
with which they will one day be faced. The first three have already appeared. 


The first is entitled The Functioning of the Economy. It covers 70 different 
countries and deals in very clear and simple language with the following 
questions: fundamental definitions, production, credit, savings and investments 
and markets. 


The second brochure, entitled Principles of Social Doctrine begins by 
explaining why the “third world” should adopt systems which are neither 
completely capitalist nor completely communist. It then goes on to analyse 
the fundamentals of a suitable policy for expansion in a developing country. 


The arguments are convincingly presented and stress a number of funda- 
mental points which can be summed up as being conducive to the intro- 
duction of an economic system designed primarily to serve the individual and 
based on the principles of political and economic democracy. To achieve 
this end it is essential, inter alia, to promote mass education (in particular 
through co-operative and trade union organisations) to introduce a flexible 
planning system and to train a competent political elite concerned primarily 
with the furtherance of the general interest. 


The third brochure, entitled Outline of Co-operative Methods, lays down 
the main principles which all genuine co-operative societies should comply 
with in all their activities. Particular stress is laid on the fundamental concepts 
of self-help and democracy. 

All these brochures have been written for use as basic manuals for teaching 
and discussion purposes. The lessons they contain are illustrated by numerous 
examples, and practical exercises are also included. 


The subjects to be dealt with in the other brochures will include, regional 
development policies, methods of establishing co-operatives and methods of 


BOOK REVIEWS 641 


administering and managing societies. There will be a number of documents 
on particular types of co-operatives and a special brochure on co-operative 
education and training. 


The contents of the first three brochures and the subject-matter of those 
to follow bear ample witness to the value of the work of the ACINDECO. 


Eugène DECOUX. 


Laszlo VALKO: Etudes Sur le mouvement coopératif moderne (Studies on 
the Present-day Co-operative Movement). Washington, Pullman, 
1963. 110 pp. 


. This book is a compilation of a number of interesting studies by Laszlo - 
Valko and published between 1948 and 1962 in Le Coopérateur suisse (Basle), 
Revue des études coopératives (Paris), Review of International Co-operation 
(London) and Co-operation (Paris). 


The different studies deal with problems of particular concern to members 
of the co-operative movement today. There are three main groups; those 
dealing with present-day concepts of co-operation; those dealing with co- 
operative legislation in force in particular countries; and those dealing with 
systems of co-operative education. They are not intended to be either ex- 
haustive or definitive; but they contain ideas and views of a nature to lead to 
more elaborate theoretical research and more intense discussion. 


The author notes with satisfaction that activity on the theoretical side of 
the co-operative movement is increasing at a pace commensurate with the 
rapid expansion in the volume of business carried on by the movement and 
that a genuine “science of co-operation” is developing. In support of this 
statement he mentions a number of study and research projects being carried 
on in the field of international co-operation. 


He then gives an outline of the main problems of concern to the theoreticians 
of the co-operative movement. Some of these problems affect all co-operative 
movements, in the economically advanced countries of the free world as well 
as in the developing countries, while others affect only particular types of 
co-operatives. In a system based on private ownership a distinction must 
be made between “economic” co-operatives, which are completely free and 
independent (these are encountered mainly in Western Europe and North 
America) and “mutual aid” or “assistance” co-operatives, which are found 
mainly in Africa, Asia and Latin America; these are established by the State, 
which gives them all necessary support and exercises control over them; 
nevertheless, they may expect to be freed from State control within the 
relatively near future. 


A problem of considerable concern today is that of whether the original 
Rochdale principles still provide an adequate basis for the activities of co- 
operatives of these two types or whether minor or major reforms are necessary. 
Valko is of the opinion that these principles should be adapted to present-day 
circumstances. He does not go into the question at length, but does never- 
theless offer some suggestions. 


In particular, he proposes that the concept of “no restriction on member- 
ship” which is inapplicable in certain co-operative organisations, should be 
superseded by the principle of “voluntary membership”, the application of 
which would permit a distinction to be made between genuine co-operatives 
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and the others. He also considers that more stress should be laid on the 
principle of “political neutrality” as an additional safeguard. for genuinely 
independent societies. 

Lastly, although he considers the principle of democracy in management 
and control (“one man, one vote”) as being of paramount importance, he 
admits, albeit with some caution, the idea that certain modifications of this 
principle in the field of voting rights might be desirable. * 

Within the next few years, co-operative societies in the developing countries, 
which are at present mainly concerned with problems of a social nature, will 
have a new problem of vital importance to face, namely that of emancipation 
from the State which organised and still controls them. 


Economic co-operatives in the Western countries, for their part, are at 
grips with problems of internal administration and organisation, legislation 
and commercial policy. 

The author then compares the two systems of co-operation in force in the 
East and the West and examines the question of whether they constitute two 
divergent but nevertheless admissible trends in the co-operative movement or 
whether they should be considered as completely separate and incompatible 
with one another. 

He leaves the reader in no doubt concerning his own opinion on the 
subject. The only co-operatives which in his view are genuine or can be 
expected to win recognition as such at some time in the future are those 
adapted to a system of private ownership. In his view the economic organi- 
sations established on the basis of the Rochdale principles as adapted to 
conform with the theories of Marx and Lenin cannot be considered as genuine 
co-operatives for two reasons: firstly, they do not apply the fundamental prin- 
ciples of co-operation — namely democracy and individual freedom; secondly, 
they have no political independence. 

The second part of the book is taken up by an analysis of the first Co- 
operatives Act voted in England in 1852 and of the legal status of co-operatives 
in a number of European countries. This brief examination leads him to two 
conclusions. In the first place he considers that sound co-operative legislation 
should initially be confined to regulation of the external aspects of co-operative 
units, leaving internal matters for regulation by the by-laws of the societies 
themselves, In the second place, he is of the opinion that legislation should 
not be framed until a co-operative movement already exists and that it should 
be adapted where necessary as the co-operative movement develops naturally. 

In the third and last section the author discusses the application of one of 
the fundamental principles of co-operation — the principle of the educational 
function — and the problems it gives rise to in the developing countries, the 


United States and the USSR. 
Francine COKAÏKO. 


Margaret DicBy: Les Coopératives de pécheurs (Fishermen’s Co-oper- 
atives). International Co-operative Alliance and United Nations 
Food and Agriculture Organisation, 1961. 1 vol., 8vo. 151 pp. 


This book is based on the work of a meeting on fishermen’s co-operatives 
held in Naples in 1959 under the auspices of the FAO and the ILO. 


* See in this connection Professor Lambert’s comments on the question in Annals, 
1961, No. 2, p. 295. 
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Although there are fishermen’s co-operatives in a considerable number of 
countries, they have not developed on anything like the same scale as co- 
operatives of other types. This is due to a considerable extent to the structure 
of the fishing industry, which has in a number of areas passed entirely under 
the control of powerful financial organisations. 

It seems fairly certain that the development of fishermen’s co-operatives 
depends to a considerable extent on the maintenance and development of small 
family undertakings. 

The author examines the main problems — and particularly those in the 
field of management-— which fishermen’s co-operatives are liable to have to 
cope with. She .also makes interesting international comparisons relating to 
problems of structure and organisation, financing, marketing, supplies, sailing, 
insurance, etc. 

The relationships between fishermen’s co-operatives and the State and 
co-operative education and training are dealt with in separate chapters. 


In conclusion, the author considers methods of securing the expansion of the 
fishermen’s co-operative movement, particularly in developing countries. 

This book has been published at a time when, in a number of different 
circles, careful consideration is being given to the problem of the extent to 
which the products of the sea can be used to palliate the terrible problem of 
worldwide undernourishment. The different questions which this book raises 
may draw attention to methods of facilitating the solution of the delicate 
problems involved. 

Eugène DECOUX. 


UNITED NATIONS, ECONOMIC AND SOCIAL COUNCIL: Le mouvement 
coopératif en Afrique (The Cooperative Movement in Africa). 
Information document, E/CN.14/133, 8 January 1962. 209 pp. 
(mimeographed). 


The consultant who wrote this document begins by explaining what he 
means by “co-operative undertaking”. He then goes on to give a descriptive 
study, country by country, of the past history and present situation of the 
different national co-operative movements in Africa. 


This is followed by general remarks on the levels of economic and social 
development achieved in African communities considered in relation to the 
extent to which co-operation has taken root in those communities. 


Next, the problems of co-operative education and the training of educa- 
tionalists and officials responsible for the management of the affairs of co- 
operative societies are examined. In conclusion, the author attempts to 
forecast the main trends of the development of the co-operative movement ‘in 
the African countries during the next few years. 

The following points made in this substantial work deserve particular 
attention: 

Firstly, the co-operative movent in Africa did not develop in response 
to the wishes of the Africans themselves; it is the fruit of directives and 
encouragement given from outside. So far the movement has succeeded in 
establishing itself in only half of Africa; consequently, there is considerable 
scope for the co-operative movement to extend its interests in future years to 
the countries where no societies yet exist. 
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Secondly, it is interesting to note, apart from a very few exceptions, all the 
existing co-operatives in Africa are concerned with the marketing of. agricultural 
produce and fruit. It is thus clear that there is plenty of room for expansion 
of the co-operative movement, not only geographically, but also into new 
fields (marketing of new products, supplies, credit, housing, organisation 
of work, etc.). 


Lastly, it. appears likely that the co-operative movement will be called 
upon to play an important part in the reports of the systems of land tenure 
which may be expected to occur in most African countries in the near future. 


Francine COKAÎKO, 
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This book is a study of the kibbutzim in Israel. The subject is, admittedly, 
not an original one; but this book differs from earlier works on the same 
subject in that its author has attempted to promote a better understanding 
of the institution, particularly in view of the changes which have taken place, 
not only in the institution itself but also its environment, since Israel became 
an independent State. 


A considerable proportion of this book is devoted to a description of life 
in kibbutzim, their achievements, their influence on the general development 
of the country, their weaknesses and their future prospects. But the book is 
more than just a description; the author also analyses the difficulties with 
which this young country has had to and still has to cope in its struggle to 
expand. 


One might say that in his description of the development of the kibbutzim 
— an extremely special kind of social and economic institution-—the author 
has retraced for us the whole grandiose picture of the history of Jewish set- 
tlement in Palestine. In this great task the kibbutzim, like the other branches 
of collective economy in Israel, have played a vital part. It is a well-known 
fact that the achievement of the age-old dream of the Jewish people — the 
establishment of a national home-—was due to a considerable extent to the 
work of the co-operative and industrial undertakings controlled by the Hista- 
drut (General Confederation of Labour). It should not be forgotton, moreover, 
that this sector still accounts for 50 per cent. of the country’s economic activity. 

The book is written in a very vivid style and is always very objective. It 
will be of considerable interest to all persons — economists, socialologists, 
and historians — concerned with the study of this epic of modern times in 
which a courageous and persevering people has succeeded, under the most 
appalling conditions, in achieving the miracle of making the desert flourish. 
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